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BY R. HAZZARD 


Commercial Counsellor for the Commonwealth Government of Australia for South China; Australian Trade 


Commissioner for Hong Kong, Philippine Republic, French Indo-China and Siam: 


The recent war has_ brought many 
changes throughout the world and has 
had a changing effect on the economy 
of Australia. 


Thrown practically completely on her 
own resources in the dark days of the 
war and in a desperate struggle for sur- 
vival, new industries were developed at 
lightning speed—new furnaces were built 
to produce all types of special] alloy 
steels—the manufacture of machine 
tools was built up from practically 
nothing—measuring instruments and a 
variety of special tools were brought 
into being—the manufacture of optical 
glass was undertaken; shipbuilding was 
high geared, and with varying war cir- 
cumstances, no less than 3 types of aero 
engines were built. 


Development of Industries 


War-time achievements of Australia 
have received much publicity, for Aus- 
tralian industry provided a considerable 
part of the equipment of the armed 
forces, including aircraft, destroyers, 
field guns and many smaller items. In 
the development cf these industries Aus- 
tralia had the benefit of the best advice 
—both from Britain and .America— 
including valuable personal technical 
assistance during the early learning 
stages, and the net result of the deve- 
lopment of these industries was that at 
the end of the war Australia had not 
only the most up-to-the-minute know- 
ledge on industrial development but had 
piants of modern calibre in all cases 
equal to, and in some cases superior to, 
the countries who had been fathering 
her in her war-time expansion. 


With the change over to peace-time 
production, this knowledge and equip- 
ment has made an extraordinary differ- 
ence within the Commonwealth until, 
internally, the value of these secondary 


industries represents 56% of the total 
production of Australia from all sources. 


It is interesting to mention at this 
stage that the total selling value of the 
production of Australia for the year 
ended 30th June last was £1,497 million; 
quite an extraordinary figure when the 
population of Australia—a bare 7% 
million—is taken into account. This 
enabled Australia, during the same 
period, to export goods to a total value 
of £308 million. 


Fundamental Economic Changes 


Australia has for many years been 
looked upon as a major exporting coun- 
try in foodstuffs and this is still the 
case, but actually within Australia the 
value of foodstuffs produced last year 
was considerably/exceeded by one section 
of secondary industries alone. For the 
past year industrial metals, machines, 
implements and conveyances were pro- 
duced to a total value of £195 million, 
as compared with £178 million for fcod 
and drink production. 


During the war, of necessity, the 
chemical] industries were expanded to 
the utmost and the last annual figures 
released show the production of 
chemicals, dyes and explosives as being 
valued at £44 million. It might be of 
interest to mention that in the space 
of 2 years during the recent war 4 syn- 
thetic ammonia plants were built and 
installed from overseas designs, at a 
cost ¢f over £2 million, and these plants 
are new being used for the production 
of ammonia sulphate, formaldehyde, ete., 
ete. 


In electrical machinery and appliances, 
the value of the output has inereased 
from £7 million in 1939 to £17 million 
in 1948. 


Great Industrial Expansion 


One of the most mteresting sections 
of the expansion of. Australian industry 
today is the textile factories, which 
show an increase in annual cutput 
averaging 86% and to a value of £36 
million. The spinning and weaving of 
cotton has been expanded both by the - 
establishment of new factories and by 
the extension of existing- units. _In 
1938-1939 the output of 35  establish- 
ments totalled £2 million; there are 
now 72 factories with an annual outpu. 
value of £9 million—an increase of 
268%. ; 


A sidelight on war development is 
the manvéacture of paper within Aus- 
tralia. The general conception, of 
paper manufacture has always been the - 
use of sioftwoods and it was thought 
that hardwood—such as Australian 
Eucalypts—would continue, to ,be un- 
suitable for this purpose. Developed 
by major newspaper companies, the 
manufacture of paper in Australia 
came into production during the war 
as the result of research extending over 
a period of 5 years, and the output 
of paper, printing, ete., from the last 
figures available within the Common- 
wealth, was £31 million. The factories 
are mainly engaged, naturally, on the 
production of newsprint; the enlarge- 
ment, however, of the existing factories, 
together with installations by other 


‘companies now in course of construc- 


tion, will soon bring into ‘being paper 


* manvfactures of all types. 


In skins and leather, the last annuai 
figures available reached the substan- 
tial total ef £14 million, and our glass 
industry is now approaching a value 
of £12 million a year. 
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Australian Ship-Building 


: ship-building, wartime experience 
ney transformed into merchant 
ships and the requirements for new 
tonnage cn the Australian Coast will 
largely be met by the Australian ship- 
building industry, whilst for overseas 
requirements, under the control of the 
Commonwealth Shipping Board, there 
js now operating 80,000 tons of Aus- 
tralian built merchant vessels. 


As an example of the growth of 
shipbuilding in Australia, the well 
known iron and steel manufacturers, 
Broken Hill Pty. Ltd., established a 
large ship-building yard during the war 
which, since commencing operations, 
has turned out complete :—4 corvettes, 
28,000 ton ships for their own ser~ 
vice and 5—9,000 ton freighters for the 
Australian Ship-Building Board. Since 
the war they have completed 3—2,500 
ton cargo vessels for’ the Australian 
coastal service, and now have in hand 
4—12.500 ton vessels for their own 
requirements and 4—6,000 ton cargo 
ships. 


Change in Export Trade 


is 


It will be nected from the above 
figures that approximately 20% of 
Australia’s total production was export- 
ed dvcring the year ended 30th June 
last. The internal requirements of 
Australia, with her continued expan- 
sion, are taking a very large prcepor~ 
tion of the output of the secondary 
industries, with the result that the 
primary industries still form the major 
porticn of Australia’s exportable com- 
‘modities. Tlhere has, however, been a 
‘marked change in the destination of 
these exports—pre-war 52.25% of Aus- 
‘tralia’s export trade went to the Unit- 
ed Kingdem, with the U.S.A. taking 
3.97%; to-day 35.82% of Australia’s 
exports go to the United Kingdom and 
16.19% to the U.S.A. 3 


Production of Wool 


Australia is the leading producing 
‘country of wool in the world, with 
880 million lbs. a year, or more than 
a quarter of the world’s supply, the 
flocks numbering well oyer one hun- 
dred millicn. It can be said that from 
an exporting angle, Australia to-day 
literally still rides on the sheeps back, 
with exports valued last year at ap- 
proximately £70 million. 


Here again, however, world circum 
stances have made a change in des- 
tination. Australia is, in itself, absorb- 
ing more and more cf its wool pro- 
duction—ipre-war 37.8% of the wool 
produced went to the United Kingdom. 
with Janan as the next best customer 
at 17.2%, the U.S.A. taking 3.4%. 
During the 1946/1947 season 33.7% 
went to the United Kingdom and 40.38% 
to the U.S.A. 


Coincidental with this change of des- 
tination has been a marked rise in value, 
the record price for wool in 1939 was 
28 pence per lb., whilst the record 
price in 1946/1947 was 41.25 pence per 
Ib. 
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Production of Butter & Cheese 


The butter and cheese production 
forms an important part of the food- 
stuff supplies of the Empire and the 
last annual figure gives butter at 
200,000 tons and cheese at 35,000 tons. 


Meat Production 


Beef production for 1946 was 1,041 
million lbs., mutton and lamb 717 
million lbs., pigmeat 202 million lbs. 


Wheat Output 


The 1946/1947 harvest was 117 
million bushels, but with world circum- 
stances, the acreage under cultivation 
was ccnsiderably increased last year, 
and it is anticipated that for the cur- 
rent year—given a good season—this 
quantity will increase to 167 million 
bushels. At a recent conference in 
Australia the British Secretary of 
State, Lord Addison, uttered a heart- 
felt wish ‘‘we all hope it may be so” 


Sugar Output 

Prodvcing 750,000 tons annually, 
Australia exports more than half her 
total sugar production, and under the 
present international sugar agreement, 
her export is put down at a basic 
figure of 412,000 long tons. 


Milk & Milk Products 

Great quantities of milk are being 
devoted to production of preserved milk 
products, with the result that process-~ 
ed milk production has increased from 
66 million Ibs. annually to 165 million 
Ibs. for last year. This expansion 
mainly came out of the war in the 
supply of needs particularly suited to 
the fighting forces. 


Egg Contracts 


The breakfast egg may not be a very 
impressive subject but it is of interest 
to mention that for the 1947/1948 
season Australia has contracted to 
supply to Great Britain 60 million 
dozen. 


Australia’s Gold 


Gold is a very important commodity 
in the world to-day. I have not before 
me the figures for total production, but 
for the year 1939 exports of gold from 
Australia were valued at £12 million, 
increasing to £26% million in 1946. 


Internal Financial Position 


It is sometimes said that the wealth 
of a people is the wealth of the coun- 
tryv—if this is a correct statement, 
then Australia must be truly wealthy. 
Savings Banks deposits, totalling £245 
million at the end cf 1939 have in- 
creased to £651 million as at the 31st 
March, 1947. In addition, life insur - 
ance and endowment policies in foree 
as at the same date are valved at 
£642 million. 


To this wealth must be added the 
fact that more than half the popula- 
tion of Australia own their own homes 
and are living in a country where the 
cost of reasonable living jis the lowest 
in the world. 
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Social Services 


Over the past 20 years Australia has 
continuously increased social benefits 
by way of decreasing working hours 
and increasing living standards. The 
standard hours of work in Australia 
are now 40 hours per week; old age 
and invalid pensions are now up to a 
maximum of £3-15-0 per fortnight; 
invalid pensioners’ wives May draw up 
to £2-10-0 fortnight, plus 10/- for 
each child wnder 16; even funeral al- 
lowance is paid for up to £10; widows 
maintaining one or more children under 
16 years receive £4-5-0 fortnightly; a 
maternity allowance of £1-17-6 a week 
is payable for the 4 weeks before and 
4 weeks after birth—if twins are born 
the allowance jis increased to £2-10-0 
where there are 3 or more other chil- 
dren. Child endowment of 7/6d. per 
week is paid fcr all children after the 
first, without means test. Wage earn- 
ers affected by temporary sickness or 
unemployment receive cash benefits of 
£1-5-0 a week for a single adult and 
£2-5-0 for a married man. plus an 
extra allowance for each child, 


Irrespective cf means, any citizen 
requiring hospital attention is given it 
free in a public hospital, or alterna- 
tively, if private hospital treatment 
is desired, payment of 6/- per day is 
made towards the cost of private hos- 
pital charge. 


Immigration into Australia 


In the days when Japan was over- 
running the Pacific, we in Australie 
had a great fright and we realised that, 
more and more, we must rely on our- 
selves for Our own protection in this 
troubled world. Extensive immigration 
schemes have been prepared which atm 
at imcreasing the population from its 
present figure of 7% million ta a figure 
of approximately 20 million. 

We realise, too, that these prospec- 
tive new settlers must be absorbed into 
industry as, fast as they arrive and 
industrialists, not only within Austra- 
lia, but without Australia, have schemes 
of huge magnitude proceeding within 
the Commonwealth which will main- 
tain employment fcr those who wish 
to work. Chief amongst these huge 
schemes is the establishment of a tin- 
plate industry in Australia, which is 
now in process, involving an expendi- 
ture of upwards cf £10 million; ex- 
tension of coal mining. involving an 
expenditure of upwards of £14 million. 
World-wide names in the textile trade 
—both in America and England—avre 
bringing out plants, complete with em- 
ployees, and Australia can confidently 
look forward to its future as a lead- 
ing industrial nation in its cwn right. 


To immigrants, Australia offers all 
the. rights of the Australian citizen; 
assisted passage schemes are in being 
and all immigrants have the right to 
apply, from the date of their arrival, 
for child endowment, unemployment 
and sickness benefits. The only re- 
quirement ig that the applicant satisfies 
the Administration of thei intention 
to reside permanently in the Common- 
wealth, 
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Australia is particularly interested in 
child immigrants, and many schemes 
wre in actual being to provide early 
vocational training to enable the young 
arrivals of to-day to become the leaders 
of Australia to-morrow. 

Present Export Policy 

It is difficult to put into words the 
admiration which is felt within the 
Commonwealth for the people of Bri- 
tain for the fortitude shown in those 
dark days when Britain stood on her 
Own against what appeared to be, the 
overwhelming might of Hitler and 
crowd. In Australia we listened to the 
hourly broadcasts of the sufferings of 
Britain, realising full well that those 
sufferings could become our own if Bri- 
tain did not stand firm. 

Our sympathy with them in their 
present economic difficulties, we are 
_.transforming into something of a prac- 
tical nature, and evetything that can 
be sent from Australia, which will 
assist Britain over her difficulties, will 
be sent. Sacrifices in Australia’s own 
export trade, particularly tg the East, 
will require to be made—and will be 
made. We believe that a sound Bri- 
tain makes a sound Empire, of which 
we are proud to be a part. 

I ask, therefore, that importers— 
feeling some disappointment at not 
being able to obtain what they require 
immediately from Australia—be patient, 
and appreciate that. what we are doing 
to assist Britain is to their ultimate 
benefit, as we feel it is to our country. 
Future Export Policy 

In any modern theory of economics. 
no nation can live in isolation without 
buying or selling outside its own 
borders. Remarks have been made to 
me on a number of occasions that 
Australia is losing a wonderful oppor- 
tunity to-day, and an amount of good- 
will, in not diverting more of her pro- 
ducts to this market, particularly in 
foodstuffs. This, superficially, may 
appear corréct but, as already mention- 
ed, Australia feels that she has gained 
an opportunity to show in a practical 
manner her’ sympathy with the people 
of Britain in their present difficulties. 

Many years of commercial experi- 
ence have taught me to have a very 
cold outiock on the word “goodwill’— 
briefly summed up in the phrase “no 
competitive price no godowill”. I feel 
that our future in these markets, there- 
fore, will mainly depend upon the 
quality of Australian goods and healthy 
trading on a competitive basis, ard I 
have so advised my Government. 

Australia is on the map as a nation 
in her own right, and I clese this 
article with the thought that she 
realises the importance of the East in 
her future economy and we look for- 
ward to our trade advancement with 
complete confidence. 


BRIEF PAST HISFORY OF 
REGINALD HAZZARD 
NOW AUSTRALIAN TRADE COM- 
MISSIONER FOR HONG _ KONG, 
PHILIPPINES AND FRENCH INDO 
CHINA, AND AUSTRALIAN COM- 
MERCIAL COUNSELLOR FOR 
CANTON. 
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THE PRESENT POSITION OF FOREIGN 
INSURANCE IN CHINA 


(By Janes M. Faulkner) 


Prior to the recent war and especially 
before the openirg of hostilities in 1937, 
the Chinese insurance market was in- 
fluenced to a considerable extent by 


Bown: 27/2/1896, at Kempsey ,New 
South Wales.—Educated at Sydney 
Technical High School. War Service: 
1914-1918—Gunney in the Field Artil- 
lery. Enlisted 1917, returned 1919. 
Unit 6th Brigade Mobile. 


Prior to enlisting studied industrial 
chemistry at the Sydney Technical Col- 
lege. In hospital on the signing of the 
armistice, and in accordance with the 
then Government scheme for overseas 
experience of professional trainees, went 
foy overseas training to Dorman Long 
Company’s Red Car Works at Yorkshire, 
Middlesborough, England. On return 
completed industrial chemistry cowrse at 
Sydney Technical College, joining the 
Broken Hill Pty. Co. Ltd. at Newcastle 
as a junior chemist in 1922. 


The earlier association with Dorman 
Long & Co. of England was continued 
when they were successful in obtaining 
the Sydney Harbou, Bridge contract, 
and when they fused their Australian 
interests with those of Australian Iron 
& Steel Ltd, was appointed Sales 
Manager, and in 1931, General Sales 
Manager of that company and Southern 
Portland Cement Ltd., which position 
was held until retirement from general 
industry on the 31st December last year. 


At the time of retirement had been 
for a number of years a Councillor of 
the Australian Cement Manufacturers 
Association and the New South Wales 
Cement & Concrete Advisory Commit- 
tee; also a Director of the technical 
publication <“Constructional Review” 
and a member of a considerable number 
of committees of the Australian Stan- 
ards Association. 


During the war was loaned by the 
Steel Company to the Commonwealth 
Government as Controller of the Factory 
Equipment section of the Ministry of 
Munitions in an honorary capacity. from 
1941 until 1944, Apart from the control 
of manufacture of the heavy equipment 
for munitions factories during the war. 
also served as advisor and controlley of 
supply of all earth moving equipment 
to the Allied Works Council, the U.S. 
and A.I.F. Forces. 


Joined the Trade Commissioner's’ 
service of the Commonwealth Govern- 
ment of Australia on the 20th January, 
1947, om a temporary appointment for 
a period of 3 years. 

Justice of the Peace for the State of 
New South Wales. 


Clubs: New South Wales Club; 
Royal Sydneu Yacht Squadron; Royal 
Prince Alfred Yacht Squadron; Savage 
Club, Melbourne. 


Sports: Sailing and golf. 


foreign companies which were writing 
a full portfolio of direct insurance busi- 
ness°agn a basis similar to that followed 
in their home countries. 


These companies, predominantly 
British, maintained offices and handled 
much of the desirable business which 
was cffervec threughovt China. The 
operation of the Chinese insurance com- 
panies was limited to small local risks 
due to their lack of operating capital. 
In the same period the foreign com- 
panies participated in the operation of 
the Chinese companies by way of re- 
insurance agreements which created a 
greater degree of stability in both 
foreign and Chinese business as well as 
providing a greater spread of risk to 
the foreign reinsurer. 


Because of the civil war and the 
financial uncertainty bordering on com- 
plete collapse and because insurance 
constitutes a potential flow of capital, 
many foreign companies have hesitated 
to reopen their offices in China. Others 
are, proceeding on a cautious and. 
restricted basis. The German, 
Japanese, and Italian companies are out 
of the market completely and probably 
for gcod. The foreign companies in 
China are, in the main, British and 
American companies which were re- 
presented in China for many years 
prior to the war. 


Chinese Companies 


The Chinese companies, on the other 
hand, have come through the occupa- 
tion period successfully and now occupy 
“ much stronger position in the market 
than ever before. They have not 
enccuraged the return of foreign com- 
panies to China and, in particular, they 
have discouraged the return of the 
foreign companies to direct competitive 
underwriting of local business. They 
have tolerated the presence of many 
foreign companies and have encouraged 
the presence of a few which were in 
a position to offer reinsurance facilities 
either to individual native companies or 
collectively to government agencics 
which control the four insurance com- 
panies allied to government banks. 


At the moment there is considerable 
need for the presence of foreign com- 
panies, as the Chinese market is 
admittedly unable to provide facilities 
to meet the manifold requirements of 
China’s industrial and foreign trade 
revival, The Chinese companies have 
not yet built up their reserves in foreign 
currencies 2bread t+» the extent neces- 
sary to hand’e insurance in_ inter- 
naticnal commerce. , Nor have they 
established the claim settling facilities 
required. Also, in respect to local 
business such as fire and marine, the 
Chinese companies have not vet had 
time to create adequate capital and 
reserves. Their retention, therefcre, on 
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a given risk is necessarily small, so 
smal] that the growth of the company 
on a sound basis is retarded. 


Foreign Companies 


The mest cogent reason why foreign 
companies are allowed to remain ‘is 
that, although there are at present 
many more Chinese companies: in 
existence than before the war, their 
underwriting capacity is extremely 
limited. As a result, even smali risks 
mu: inevitably be reinsured, the 
principal source of income becoming not 
prc:niums but reinsurance commissions. 
This reinsurance ig effected through the 
Insurance Department of the Central 
Trust of China and also through varicus 
pool groups of Chinese companies. 
Even these means, however, are often 
inadequate, and risks are offered 
directly to foreign companies for 
reinsurance on a facultative basis. The 
foreign companies have also joined the 
pools cf Chinese companies, participat- 
ing on an equal basis with the Chinese 
underwr‘ters, i 


A specific analysis of foreign ‘insur- 
ance activity is at best only of the 
mcment. As the civil war progresses, 
and as -various regulations of the 
National Government are promulgated 
and enforced, inevitably their effect is 
felt on business generally which, of 
course, reacts on the insurance market. 


Marine Insurance and Trade De- 
terioration 


The first year of postwar marine 
business was a chaotic period. Cargoes 
of every description filled the port 
cities. Vessels jammed the roadsteads, 
sometimes waiting months io be dis- 
charged. As scarce gocds filled the 
godowns. theft and pilferage losses 
assumed alarming proportions. Condi- 
tions continued to deteriorate with in- 
adequate dccking and discharge faci- 
lities. Following the issue of the re- 
vised Foreign Trade Regulations the 
flood cf imports slowed down and, as 
goods were removed from the wharves 
‘and warehouses, a decrease in theft 
losses occurred. 


In the same period, exports were 
much lower in value than imports, 


‘and the small amount of foreign ex-- 


change legitimately available was 
drained away. T'ne. flow of exportable 
goods from the interior which had 
been expected did not materialize, and 
the bulk of export shipments which 
were made consisted principally of 
goods which had accumulated at or 
near the port cities during the war 
years. At the same time, the con- 
tinved inflationary trend pushed the 
price of goods for export so high that 
it has become nearly impossible for 
an exporter to find’ a market. This 
has caused a severe drop in premium 
volume on marine insurance on ex- 
ports 


lire and Casualty Insurance 


Foreign companies have not serious- 
ly re-entered the fire insurance busi- 
ness.in China on a direct basis for 
various reasons. In the first place, 
fire fighting equipment and personnel 
deteriorated during the war years. 
Secondly, since the use of foreign cur- 
rency wag made illegal on _ local 
policies on February 17, 1947, the 
values of properties, both real and 
otherwise, have varied to a point that 
a cautious underwriter would refuse to 
accept on a long term basis. Actually, 
as the value of the currency has con- 
tinually depreciated, the problem of 
losses due to over-insurance has not 
yet become apparent. Another reason 
is that the Chinese companies consider 
local fire business as their own field 
and Icok to the foreign companies for 
reinsurance. Here again, the foreign 
company is in a position to stabilize 
the market through reinsurance. 


The Chinese companies are faced 
with same rather severe difficulties in 
insuring real estate. A large propor- 
tion of the best buildings in Shanghai 
are uninsured because landlords are 
prevented from obtaining any of the 
inflated rental value due to stringent 
regulation of rents. In some cases the 
gross rental received by the owner of 
a first-class apartment house is less 
than the amount needed to pay the 
fire insurance premium on his build- 
ing, to say nothine <:f maintenance 
and depreciation. It is not -anticipat- 
ed that any sound improvement in fire 
premiums will develop until the values 
cf property become stabilized. 


The fire record for the war years 
and subsequently has been extraordin- 
arily good. Losses have been low, and. 
all classes of fire business generally 
have been profitable to both Chinese 
and foreign companies. This has tend- 
ed to create a greater degree of ccon- 
fidence on the part of the foreign com- 
panies, and facilities of reinsurance 
have been cffered and accepted abroad. 
In spite of this excellent loss record, 
however, many Chinese ‘companies 
have been unable to grow due to the 
inadequacy of their capital, their small 
retentions. and the: general practice of 
existing largely on reinsurance com- 
missions received. 

Casually insurance has been written 
in Shanghai only as. accommodation 
business by foreign companies since 
the war. Burglary insurance has been 
considered highly undesirable due to 
the influx Qt impecunious transients 
from the country to the port cities, 
as well as the inadequate pay cf the 
law enforcing agencies. At present, 
burglary and theft insurance is written 
only in connection with .other more 
desirable business and ig restricted, in 
the main, to offices and apartments. 
Third party liability insurance is 
written only with a comprehensive 
autcmobile policy. While some foreign 
e:mpanies have written a volume of 
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automobile business, this is considered 
generally undesirable. Repair costs 
are prohibitive, running three to four 
times higher than those in the United 
States. Values are extraordinary. It. 
can be said that any motor car which 
still runs is worth at least U.S.$2,000. 
Liability coverage in automobile policies 
is written for much lower amounts 
than abroad, the maximum amount 
being U,.S.$5,000. No liability insur- 
ance can be safely or _ intelligently 
underwritten in China by any company 
until the courts have established rea- 
sonable and just precedents for ad- 
judicating questions of negligence and 
interpreting the liability of individuals 
on a consistent basis. 


Cutlook 
Business 


for Foreign Insurance 


The whole future of foreign insur- 
ance companies in China is dependent 
upom two basic requirements: one, @ 
stable government which enjoys the 
confidence of the Chinese as well as 
the foreigner, and the other, a sound 
economy in which foreign governments, 
companies, and individuals can place a 
degree of confidence and trust. Capital 
will not fow.into China for any con- 
structive purpose until this confidence 
is achieved. Goods cannot leave China 
until an internal productive system 
develops bused on something more 
tangible than the present speculative 
attempts at exnort. Neither the for- 
cign nor the domestic insurance enter- 
prise can profit until these needs are 
met. 


The importance of the foreign in- 
surance company to foreign interests 


‘in China cannot be too highly stressed- 


All cargo travelling to or from China 
must be imsured by frreign companies, 
as no buyer or seller will, accept in- 
surances on his cargo in an unstable 
currency. Foreign companies which 
have large capital outlays im China 
must protect these interests by insur- 
ing them in currencies in which they 
have confidence. Without the foreign 
insurance company, foreign business in . 
China would be seriously handicapped 
as 8x much of thei capital would be 
necessarily tied up in a self-insurance 
fund of some sort. 


If the civil war were stopped, and 
a stabilization of local currency attain- 
ed as a result, trade of all sorts might 
be expected to revive. This would put 
all companies back into a position of 
broad underwriting and sound finance. 
The Chinese companies would then be 
able properly to assume the position 
of direct underwriters of local busi- 
ness. The foreign companies could 
assist them: through reinsurance agree- 
ments and facilities, as well as through 
loss handling facilities abroad, with, 
in the long ran, q stable insurance 
market resulting. This would be of 
benefit to China as a whole, and a 
source Of profit to both domestic and 
foreian insurance companies, 


“he wrote. 


1947 


ECONOMICS AND POLITICS IN CHINA 


The _ following comments. cn the 
~conomic situation’ in China are the 
result of personal cbservation during 
the summer, particularly in late July, 
and are in a sense an addition to, and 
bringing up to date of a study made 
by an American economist, which pro- 
vides a full picture of the background, 
and was published early in the present 
vear (China’s Economic and Financial 
Reconstruction, by Dr. Arthur Ycung, 
published by the Committee on Inter- 
national Economic Policy, New Ycrk). 
In that study, in addition to covering 
a considerable amcunt of ground relat- 
ing to the pre-war economic and finan- 
cial situation of China, the author 
made some pertinent comments on the 
outstanding features prevailing when 
For instance he emphasised 


(1) That political factors dominated 
the ecene, 

(2) That military expenditure was 

one cf the most immediate pro- 

blems affecting the financial 

position of the Chinese Govern- 

ment, 


That for financial stabilisation 
internal action was a primary 
requirement, bvt a foreign credit 
would probably be needed. 


(3) 


In addition Dr. Young gave .much 
consideration to the subject of China’s 
future requirements in the way cf new 
economic development, which he show- 
ed would. need “large and continuing 
amounts” of foreign capital. In this 
respect Dr. oung encroaches on 
realms of speculation into which the 
present writer does not propose to 
enter. This article will be confined to 
a very general appreciation of the 
existing situation. but the three points 
selected above out cf Dr. Young’s study 
are so fundamentally relevant at the 


. present juncture that they will serve 


as a useful starting point for some 
preliminary comments which will 
bring up to date the remarks Dr: 
Young made some six months earlier. 


I. POLITICAL FACTORS DOMINATE 
_THE SCENE 


Tie facts are fairly well known. 
The split between the Central Govern- 
ment at Nanking and the Communist 
regime widened rapidly after General 
Marshall’s departure from China last 
January. Before long the Communists 
were declared open rebels and civil war 
was recognised without any pretence. 
General Marshall’s farewell statement 
asserted that ithe Communists were 
evidently counting on an economic col- 
lapse to bring about the fall of the 
Government. Their tactics in the past 
few months have been amply svfficient 
to substantiate this view, but it must 
not be forgotten that General Marshall 
also stated that the reactionaries in 
the Government evidently counted on 
substantial American support, regard- 
less of their own actions. 


At the moment of writing the Com- 
munists’ attitude remains much the 
same: They have had a considerable 
measure of success in Manchuria early 
in 1947. Thanks. to some movement 
of stocks cf beans and to the reopen- 
ing of the ports of Yingkow (New- 
chuang) and Antung. there were wel- 
come signs of possible recovery in 
southern Manchuria, but as a_ result 
ot the Communists’ recent campaign 
the economic outlook has again turned 
black, shipment of commercial cargo is 
impos:ible, Antung is in the hands of 


the Ccmmunists, and Yingkow is 
threatened. 
Moreover, the whole of China north 


of the Yellow River remains disorganis- 
ed by disruption of the lines of com- 


-munication and by the Communist con- 


trol of the interior districts whence 
export produce and foodstuffs are de- 
rived. The movement of anv cargo by 
truck, boat, or cart is a precarious 
enterprise subject to the permission of 
the guerilla forces, while the railways 
in the extensive area between the east- 
west Lumg-Hai Railway and the Pei- 
ping-Tientsin sector have been render- 
ed virtually useless ever since ‘the 
Japanese surrender. Only the railway 
linking Peiping and Tientsin with 
Moukden has precariously been kept 
open, except for short periods. but its 
impcrtance has warranted strenuous 
efforts, both because of its great mili- 
tary value and because of the press- 
ing need for coal produced by the mines 
at Tangshan, belonging to the Kailan 
Mining Administration. 


In the circumstances it is not sur- 
prising that political factors should 
over-ride the needs of trade in North 
China. Yet although trade must re- 
main stagnant while these conditions 
continue to exist, it is known that there 
are considerable stocks of export com- 
modities such as wool, hides, bristles, 
etc., accumulated in the North, and 
some day these must find their way 
to the coast and so ta the foreign 
markets. Tientsin would’ be a _ very 
valuable prize for the Communists, and 
this gives additional importance to the 


“physical control of that port, whence 


so much of North China’s export pro- 
duce must be shipped. Moreover, as 
distributor of imported gocds needed 
for a vast’ hinterland it dominates all 
other ports north of Shanghai, and 
neither Dairen: nor Tsingtao will ever 
fill its place as an entrepot distribut- 
ing centre for imports and exports for 
that particulary area. 


2. MILITARY EXPENDITURE ANS 
ITS EFFECT ON THE FINANCIAL 
SITUATION 


It follows from what has been said 
above about the political. factors that 
the military expenditure of the Gov- 
ernment cannot’ be expected to show 
any reduction during the year 1947. 
South Manchuria and Tientsin must be 
saved at all costs. Thus the needs of 
the military must inevitably be greater 
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than in 1946. Figures published in the 
press early in the year showed that 
about 36 percent of the estimated Gov- 
ernment revenue in 1947 was to be 
spent on “defence”. That was wishful 
thinking; it is believed that expendi- 
tures on this account in 1946 amount- 
ed to somewhere between 70 and 80 
percent of the total expenses of the 
Government. 


In 1947 vp to July there has been 
much greater military activity than 
there was in the last six months of 
1946. Not only has there been. loss 
of territory in Manchuria and a see- 
saw campaign elsewhere, but there 
has also been much loss cf men, 
materials, and foodstuffs, all of which 
will have to be replaced. The strength 
of all the armed forces in China for 
which the Government js directly res- 
ponsible, at what must be a very rough 
estimation, has been put at about three 
million men. There may be another 
two million who are not a direct charge 
on the national Treasury. but indirect- 
ly all Army, Navy, and Air Force 
personnel and the expenditures to 
which they give rise are a charge on 
the revenues of the country. The new 
“Mobilisation Order’ introduced in 
July will mean additional exnenditures 
and aecelerated recruitment to the 
armed forces. 


At the same time it is to be remem- 
bered that the Chinese Navy, which — 
was almost non-existent during the 
war, is now rapidly expanding. The 
warships it is receiving from the Unit- 
ed States and the United Kingdom, as 
well as by way of reparations from 
Japan, all mean new burdens on the 
finances of the Government. If 
economies can be introduced elsewhere 
they can hardly be applied to the mili- 
tary for fear lest the armies become 
disaffected. Reports of deterioration in 
the standard even of the American- 
trained armies are serious enough as 
it is. Considerahle sums are being ex- 
pended on defence works near Tien- 
tsin, Peiping, and Moukden, and no 
doubt similar ‘activities are being 
undertaken over extensive areas around 
all towns and along all main lines of 
communication at present under Gov- 
ernment control in the very widespread 
districts where there is danger of 
Communist attack. 


The effect of this state of affairs 
on’ the national Budget must of course 
be serious and will be dealt with 
below. 


3. REQUIREMENTS FOR FINANCIAL 
STABILISATION 


We now come to the third heading: 
that for financial stabilisation internal 
action is a primary requirement but 
that a foreign credit will probably be 
needed. This is a wide topic, which 
it will be convenient to divide up into 
the following sections: (a) Govern- 
ment revenue and expenditure; (b) 
Taxation; (c) Prices; (d) Issue of 
Bank-notes; (¢) The inflationary trend; 
(f) Foreign credits. 
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(a) Government Revenue and Ex- 
penditure 


Financial stabilisation in China can 
only ccme after a settlement of the 
two problems mentioned above, namely 
the political factors, and its now in- 
evitable link—military expenditure. In 
existing circumstances financial 
stabilisation cannot be expected. It is 
only possible to seek out. palliative 
measures to prevent the situation from 
deteriovating tco rapidly. As Dr. 
Young has pointed out, China’s infla- 
tion has so far behaved’ mvch better 
than some of the inflationary situa- 
tions in Europe. During the war years 
the rise in prices in Free China aver- 
aged roughly 10 percent per month; 
move recently the rise has been aver- 
aging about 20 percent and the spiral 
jis getting steeper and mcre difficult to 
check. What should be done? Ob- 
viously attempts should first and fore- 
most be made to narrow the gap be- 
tween revenue and expenditure, if this 
ean be dene. If not, inflation will 
eventually get out of control. Vigor- 
ous internal action can still do scme- 
thing towards this end. Let us look 
at the position. 


In December 1946 a statement was 
pyblished giving an estimate showing 
Government revenue for the coming 
year as amounting to about C.N.$7,000 
billion, while expenditures were expect- 
ed to reach C.N.$9,000 billion (taking 
one billion as a thousand million). In 
May, 1947, the Minister of Finance 
announced that. estimated expenditure 
for the year had to be revised to 
$20,000 billion, about half of which 
would be raised by taxation. The 
Minister hoped to cover the deficit 
partly by the sale of two internal loan 
issues, one in U.S. $ currency at 6 
percent interest repayable by drawings 
within ten years; the other also in 
U.S. $ currency, but repayable within 
three years in Chinese currency at the 
official rate of the day of repayment, 
with interest at.20 percent per annum, 
Other methods proposed for raising 
revenves were the sale of enemy pro- 
perties (mostly Japanese industrial 
establishments), of gold, and of sur- 
plus army materials acquired from the 
U.S. Government. At the same time 
the Minister proposed to introduce im- 
provements in the taxaticn system and 
to levy additional taxes such as a tax 
on real estate values and on foreign 
currency holdings of Chinese nationals. 


The above two loans have not been 
well supported and the sale of gcld 
‘proved unsuccessful. The sales of 
enemy properties have not been easy 
to effect, and so far no further details 
have been announced about the two 
taxes mentioned. However, attempts 
are now being made to increase and 
intensify the crop tax, which js a tax 
levied in kind on agricultural products 
such as rice, wheat, and cotton. and 
which, although successful during the 
war, was always unpopular in the agri- 
cultural areas. The farmers already 
have much to complain of in the wav 
of burdensome taxes, both regular and 
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Irregular, so an increased crop tax may 
lead to considerable trouble in some of 
the provinces. 


(b) 


It has been apparent that taxation 
should have been collected far more 
effectively in the industrial areas. 
Since the war much money has been 
made in the large towns and especial- 
ly in Shanghai. The Chinese are past 
masters at circumventing taxes, and 
the use of two sets of account books 
is only cne of the best known and 


Taxation 


obvious methods of hoodwinking tax 
collectors if a straightforward ‘“com- 
promise” cannot be arranged. During 


recent months a spate of regulations 
has been jssued, cancelled, and re- 
issued dealing with direct taxes, such 
as Income Tax, Business T'ax, Special 
Business Tax, Excess Profits Tax, 
Stamp Tax, Commodities Tax, ete: 
Instead of starting off with simple re- 
gulations at reasonably low rates 
which would not give rise to strong 
opposition, some of these taxes are 
ecnfusing, complicated, and onerous. 
The result has been general opposition 
and obstruction. One of the main 
troubles is due to “incompetent” (this 
word covers a multitude of sins) civil 
servants, and it is, to be feared, now 
that inflation is in full sway, that it 
may be tco late to rely on normal 


forms of taxation to save the situa- 
tion. Some consideration has been 
given, it is believed. to the levy of a 


capital tax. In the past the war lords 
have found many ways and means of 
“soaking the rich”, and it is quite on 
the cards that a levy of this kind will 
be attempted in the near future, even 
though it may lead to much evasion 
and injustice. 


The proposal of the Finance Minister 
mentioned above appears to be that a 
capital levy should in the first place 
take the form of a levy on the larger 
owners of property. since such a collec- 
tion, with the help of the land registers, 
might be easier to achieve than other 
alternatives. But there are great 
administrative difficulties which the 
Minister of Finance may well find in- 
superable. Incidentally a levy on bank 
deposits as in other countries would not 
be very effective in China, owing to the 
fact that deposits in commercial banks 
have failed to rise in proportion to the 
inflation of the currenev and much cash 
is known to be‘ employed outside bank- 
ing circles in what are known as “under- 
ground banks’. The Minister’s other 
proposal, to levy a tax on all foreign 
currency holdings or (as has been also 
recommended) the forced requisition of 
all such funds, runs up against many 
difficulties. The co-operation of Chinese 
owners of such deposits is not to be 
expected, and complications in the way 
cf obtaining particulars from foreign 
Governments have hitherto proved in- 
surmountable. 


It is of interest here to call attention 
to the statement of Mr. Gunther Stein 
in his book The Challenge of Red China 
where in Chapter XXI he deals with 
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tuestions of finance and taxation in the: 
Yenan areas. According to Mr. Stein, 
who quoted the Director of the Depart- 
ment of Finance of the Border Region 
Government, considerable success has 
been achieved in obtaining reliable 
income declarations from farmers and 
townsmen, based upon which income 
taxes are levied on a progressive scale. 
The crop or grain tax is also claimed 
to have been collected without friction, 
and in all cases the progressive method 
is adopted whereby the more prosperous 
pay heavier taxes. A caveat is. how- 
ever, necessary in regard to foreign 
journalists’ yeports about the Com- 
mumnist areas. It seems, certain that 
such financial organisation as exists 
covers only limited areas. 
(c) Prices’ Indices 

While inflation proceeds at the 
present progressively increasing rate, it 
is doubtful if the Minister of Finance 
will find it possible to “bridge the fiscal 
gap.” An examination of the price 
levels and a consideration of the avail- 
able data about the note issue may help 
to get the picture more clear. The 
wholesale. price index issued by the 
Central Bank of China showed that in 
1946 Shanghai prices rose more than 
six times in the course of the year. At 
the end of 1946 the wholesale index 
was 6,000 times above the basic rate 
—i.e. that for the first half of 1937. 
But it is alarming to note that between 
January 1 and July 15 of 1947 this index 
increased another five times, from 6,000 
to 31,000. Shanghai is of extreme 
importance to the economy of the coun- 
try: but Shanghai, the happy hunting- 
ground of speculators and _ black- 
marketeers, does not give a fair picture 
of China as a whole. For instance, the 
comparative index for Chungking, the 
war-time capital. stood higher than 
that for Shanghai in June 1946, but at 
the end of that year the index was only 
2,687, about twice the figure for January 
1946, but less than half that of Shang- 
hai. However, in the first six and a 
half months of 1947 the Chungking 
index has also. increased over five times 
to 14,490 which. it will be seen. is still 
less than half of that of Shanghai. 


The great variations in the cost of 
living throughout China are indicated 
by the retail price indices compiled by 
the Farmers Bank of China (the Cen- 
tral Bank does not give wholesale price 
indices for a large selection of towns), 
which covers a dozen large towns 
scattered throughout the country. Here 
we find that the indices for April 1947 
(later figures are not available) range 
from a low ‘mark in Chungking and 
Kweiyang to a figure 20 per cent higher 
at Lanchow in Kansu and to high points 
at Loyang, Sian. and Nankine (Shang- 
hai is not given), which are about 270 
per cent above the lowest. It cannot 
be deubted that the cost of living of 
farmers in most country areas is still 
lower than the average of the towns 
mentioned above owing to the fact that, 
although manufactured goods may cost 
more, foodstuffs are cheaper and weigh 
heavily in the index. 
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One might venture a gvess that a 
comprehensive cost of living figure for 
the whole of China would probably be 
not much above one third of the Shang- 
hai scale. In order further to assist 
in summing up the position the follow- 
ing exchange rates are relevant. They 


Official rates per 1 US. 
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show that in the past six months the 
depreciation of the open market ex- 
change rate has been roughly in line 
with the increase in the price level 
at Shanghai—an indication that at 
Shanghai prices are inclined to follow 
open market exchange rates. 


Approximate average 


Dollar open market rates 
per 1 U.S.$ £1 Sterling 
Ce enn oer a) (ONS 3.00 
All through the war 20.90 Dee. 1944 C.N.$ 584 C.N.$ 1,830 
until March 3, 1946 ; Dec. 1945, 1,380 5,000 
March 4, 1946 .. 2,020 July 1946 2,620 8,500° 
Aug. 19, 1946 3,350 Dec. 1946 6,500 20,500 
Feb. 17, 1947 12.000 July 1947 42,000 135,000 
N.B.—The London/New York Cross as low as U.S.$2.85 per £1. In July 


Rate has since V.J. day varied con- 
siderably in Shanghai and has been 


~(d) The Issue of Bank-notes 


It is to be observed that, as far as 
can be ascertained from available 
figures, the note issue in China -has 
not expanded nearly as rapidly as the 
rise in prices. Except for ‘one recent 
statenicr: mentioned below, the Gov- 
ernment has kept the public in the 
dark a: regards the exact amount of 
its note issue ever since 1937. Dr. 
Young discreetly observed silence on 
this point in his study. He merely 
stated that the currency volume had 
multiplied manyfold aithough he gave 
‘the average price level” at the end 
of 1946 as ‘5,000 times or more than 
that of 1987”. At the end of June 
1937 the note issue was Officially given 
as C.N.$1,400 miilion. After years of 
silence, the Minister of Finance stated 
on May 23 last that’ at the end of 
April the total issue was about 6,000 
billion dollars. This figure is only 
4,300 times the 1937 figure, whereas 
the Shanghai wholesale price index was 
‘hen about 26,000 times that of 1937. 


It seems certain that the Minister 
of Finance did not include the note 
issues for Taiwan (Formosa) and the 
North Eastern Provinces (Manchuria) 
where there are separate currencies. 
These stand at the present time at 
exchange rates of C.N.$65 and $12 
respectively to one Taiwan and one 
North Eastern dollar. It is worth no- 
ting that one of the leading Econo- 
mic Research Institutes has recently 
estimated that at the end of June the 
Central Government’s note issue was 
probably $12,000 billion; i.e. about 
9,000 times the 1937 figures given 
above, which compares with the whole- 
sale price increase of 33,000, according 
to the Central Bank’s index. 


Whatever the exact note issue may 
be it is fairly certain that the Shang- 
hai price level has increased far more 
than the note issue, but Shanghai 
prices are not a fair criterion of the 
average prices throv.hout China as a 
whole. which, as suggested above, may 
be one-third of the Shanghai index. 
In the European types of inflation the 
cirecilation has always kept well ahead 
of the rise in prices until perhaps in 
the last stages, when notes are so dis- 


1947 it was about U.S.$3.20. 


eredited as to be almost useless. 
China is a considerable way cff this 
point as yet. 


(e) The Inflationary Trend 


When Mr. T. V. Soong resigned from 
the Executive Yuan last February he 
stated his conviction that, in spite of 
the uninterrupted inflaticn during the 
period of the war, further develop- 
ments could have been remedied if 
there had been internal peace: mili- 
tary expenditure could have been cut 
down. and revenue could have been in- 
creased: prices could have been stabilis- 
ed, and the further issue cf notes stop- 
ped with the assistance of non-recur- 
ring receipts, like Government sales of 
enemy property and gold. Mr. Soong 
glcomily showed that compared to the 
Communist war of the present day the 
civil wars of the past were child’s 
play. Unlike the past the present war 
brought deliberate destruction of all 
means of communicaticn and produc- 
tion and the disruption of the social 
system. It is difficult to see how, on 
top of 9 years of war and inflation, 
any new economic plans or orders in- 
trodweed by the Government at this 
late date can satisfactorily stop the 
machine on its downward course and 
counteract the deliberate disruption of 
the economy of the country, which the 
Communists ate undertaking so effec- 
tively in North China. 


If the Government had not let the 
inflaticnary situation develop as far as 
it has now gone and if they had con- 
centrated on producing an_ efficient 
financial system in the areas south of 
the Yellow River, cr even south of the 
Yangtze, there might have been more 


hope. A's things are, China finds her- 
self once more facing the _ political 
factor. Internal peace. either hz com- 


premise or by compulsion, alone can 
put a stop to the rot. The Govern- 
ment is trying to postpone a collapse 
in the hcpe that outside assistance may 
yet produce a way out of the political 
impasse. Thus the recent ‘“Mobilisa- 
tion Order” of July 18-is aimed at 
“putting a curb on inflaticn and re- 
storing Budgetary equilibrium”, while 
at the same time suppressing. the Com- 
munists. The economic part of the 
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order covers much of the ground al- 
ready covered by the economic emer- 
gency measures promulgated last 
February. The latter failed to attain 
their aim. It looks as if the new 
order will be enforced with greater 
vigour and even with ruthlessness. 
The times are so critical that if this 
effort fails it can hardly be expected 
that it will be possible to bolster wp 
the currency and finances of the coun- 
try any longer. 


(f) Foreign Credits 


Dr. Young expressed the view that 
a foreign credit would prebably be 
needed in connection with the eyven- 
tual stabilisation of the currency, and 
that “larger and continuing” amounts 
of foreign capital would be required 
by China for new economic developments. 
Few others than the Communists would 
be likely to dispute these two points. 
It seems doubtful whether the Chinese 
Government have any longer svfficient 
foreign currency reserves to serve both 
as backing cou a new currency and 
at the same time to meet any adverse 
balance of payments. Even if, after 
internal veace has arrived, China can 
tighten up her controls over trade and 
currency and issue a balanced Budget, 
it will still be doubtful if there will 
be sufficient confidence in the country 
to trust in a new currency, unsupport- 
ed by a foreigr loan or credit. How- 
ever unpalatable jt may be t) China, 
it is extremely vmlikelv that her cur- 
rency and finances can be rehabilitat- 
ed without foreign assistance, both 
administrative and _ financial. 


As stated above, the writer does not 
prop-se to enter into the question of 
future foreign loans and future econo- 
mic development plans, such as are 
already on paper in the planning de- 
partments of the Chinese Government. 
It does, however, seem to be desirable 
to say that it would be most inequit- 
able for new loans or credits to be 
granted to, or accepted by, China 
without simultaneous arrangements 
being made with the creditors who 
loaned China money in pre-war years 
for genera] internal reorganisation as 
well as for railway construction. The 
present financial authorities in China 
are believed t> realise the importance 
of this question and to have indicated 
privately their sympathy with this 
point of view. It may be noted that 
the International Bank fcr Recon- 
struction and Development has laid 
down,. as one of its conditions for loans 
to Latin American countries, that such 
countries must first make satisfactory 
agreements for the liquidation of their 
external debts. 


The above comments have dealt in 
broad cutline with the economic situa- 
tion without atempting to touch on 
detailed developments since the end of 
hostilities with Japan. Thus no refer- 
ence has been made to the difficulties 


of foreign merchants, shippers, and 
bankers, to the Temporary Foreign 
Trade Regulations under which an 


import licensing system was introduc- 
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ed in March 1946. to the revised re- 
gulations of Ncvember the same vear, 
nor to the Economic Emergency Rwviles 
decreed on February 16, 1947 and the 


Regulaticns with regard to Foreign 
Exchange Transactions published the 
same day. It has been claimed that 


these Regulations, and others affecting 
the export trade, have had a paralys- 
ing effect on trade. At the same time 
strong complaints have been voiced: at 
the inefficient way in which many of 
the regulations have been ehforced. 


A clear bird’s-eye view of these 
matters and of many cf the other pro- 
blems facing merchants in China may 
be obtained by reference to the speech 
of the Chairman of the Shanghai Bri- 
tish Chamber of Commerce on July 2, 
1947. At the moment of writing the 
“Mobilisation Order” of Julv 18 seems 
likely to carry one stage further the 
Government’s controls over life, living, 
and property. 


Tie critical inflationary situation and 
the unfortunate civil war developments 
of recent months would have been 
amply sufficient to upset the machin- 
ery of the Government in many more 
highly organised countries than China. 
It is not surprising that the machine 
should be in a highly critical state. 
White collar officials have suffered for 
more than nine years, and the disillu- 
sionment fcllowing the victory over 
Japan, bringing increased monetary 
difficulties instead of the longed for 
relief, has led to a serious demoralisa- 
tion which has not yet reached its 
climax. Under such conditions black 
markets, smuggling, and dealing in 
contraband gcods are flourishing, and 
give rise to many other forms of 
illegality which are inevitably under- 
mining law and order. and make the 
present time preearious and the future 
veiled in obscurity. ‘Under such condi- 
tions foreign trade and its branches of 
banking, shipping, and insurance will 
naturally be. abnormal, cdmplicated, 
and hazardous, if not indeed purely 
speculative. Nc ‘improvement can be 
expected until the fundamental’ vro- 
blems referred to in the early part of 
this article have. been tackled. 


As long ago as 1934'the following 
remarks appeared in a report on the 
financial and economic conditions in 
China. They ave unfortunately as apt 
today as they were thirteen vears ago. 
The report wus written by Sir Arthur 
Salter: 


“Whether indeed we look to the 
public finances or to any other sphere 
of China’s eccnomy. it is evident that 
the political and military situations are 
at the root of the difficulties and at 
the heart of the present problem of 
policy. China has long been suffering 
under the strain of internal conflict. 
If her external relations improve, and 
if the prcblem of combining the re- 
quisite degree of unification with ad- 
ministrative devolution can be solved 
by peaceful means which will not in- 
volve the resumption of an exhausting 
conflict, the public finances can be plac- 
ed on a sound basis and the founda- 
tion of substantial economic progress 
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DISCRIMINATION AND DISSATISFACTION 
‘IN CHINA 


American business men in China 
and in the United States have fre-. 
quently denounced, the unfair and 
basically anti-foreign methods 
employed by’ Chinese authorities 
against American trade and Ameri- 
can commercial interests. Other 
foreign merchants in China have of 
course experienced the same un- 
favourable treatment by. Chinese 
authorities but their protests and 
accusations did not yet find promin- 
ence in the press of their respective 
countries. However, with the excep- 
tion of a few merchants who curry 


favour with one or the other 
Chinese eee | or a powerful 
individual,. most foreign commercial 


interests in China are disillusioned, 
dissatisfied and feel that official dis- 
crimination is being exercised 
against them. 

One of America’s leading maga- 
zines, the conservative “Collier’s 
Magazine”, describes, from the pen 
of Mr. Walter Gordon, present con- 
ditions of American business in 
China. Most of this much com- 
mented study and analysis is repro- 
duced below. 


* * * 


Favouritism. Anti- Foreignism 

Bureaucracy 

At first (after the end of war) 
Americans failed completely to realize 
the formidable nature of government 
regulation, favoritism, bureaucracy, 
blundering and anti-foreignism that they 
now face in trying to do business with 
China. That realization came slowly— 
in fact, it seemed to begin with the 
Great- Christma: Present Disaster which 
blighted the 1946 holiday season for 
American children in China. 

Late in 1946, the Nanking government 
had imposed a schedule of Revised Tem- 
porary Foreign Trade Regulations. 
Something of the sort was to be expected 
in line with the drive to rehabilitate 


China’s economy, especially to 
strengthen the foreign-exchange posi- 
ticn. Americans generally had no 


quarrel with the principle involved in 
these reforms. But the children, most 
of whom had just »rrived in China. 
eot it in the neck like any innocent 
bystander, 


ES RS SIE 


be established. It is in this sphere, 
therefore that policy is of decisive im- 
portance.” ‘: 

General Albert C. Wedemeyer is now 
studying the situaticn on behalf of 
President Truman. Many Chinese are 
asking whether America proposes to 
help China in much the same way as 
she is helping Greece. but it is by no 
means certain that the leaders of the 
country want help in that form, or 
that it will be offered by America. 
However, the road will be exceeding- 
ly long,and painful if China tries to 
proceed without ovtside assistance, 


(C. in the Royal Institute of Inter- 
national Affairs’ World Today). 


Notices were received by American 
families that Christmas packages from 
fond grandmothers, grandfathers, aunts 
and cousins had arrived at Shanghai’s 
main post office. Parents who went to 
claim them, however, were told that 
Chinese officials were going to send 
them back to the United States because 


they contained dolls, games, candy, 
chewing gum or tey soldiers. 
The new foreign-trade regulations 


plainly stated that importation of toys 
and candy was forbidden in order to 
protect China’s foreign-exchange posi- 
tion. Of course, it was true that these, 
were gifts and therefore had no effect 
on the foreign-exchange position. But 
there was the rule. Protest and appeals 
wre made in vain. An effort to save 
at least a ‘few packages of chewing 
gum failed. The gifts were sent back 
to America, 


There was an inclination on the part 
of mest Americans to shrug it off. It 
was a small thing, after all, probably 
due to some bureaucratic bungling or 
confusion. But, in truth, that was just 
the beginning. 


Government Bungling & Chicanery 


A Catholic sister arrived at Shanghai 
bringing with her $1,500 worth of food, 
purchased in the United States with 
contributions from sympathetic Ameri- 


cans and’ intended for the relief of 
Chinese children in a_ back-country 
mission. Chinese customs cfficials in- 


sisted that an import license must be 
obtained. The Import Board decreed 
that the license could not be granted. 
Aid cf an American banker was enlisted. 
He argued that since the food had been 
paid for in the United States with funds 
contributed by Americans, none of 
China’s jealously guarded foreign 
exchange was involved. His plea met 
with an adamant ‘“‘No tickee. no washee” 
attitude on the part of the customs 
officials, who continued to demand the 
import license which the Import Board 
steadfastly refused to approve. 


Then there was the American who, 
in late 1945, made a trip back to the 
United States to buy household yoods. 
He returned to China to find that every 
item he had ordered—ineluding bath- 
room fixtures and a refrigerator—were 
denied entry as “luxuries,” 


An American ‘clergyman reached 
China’s shores accompanied by $209 
worth of prayer books intended for a. 
village parish... They, too. had been 
paid for in the United States with 
American funds, but China’s Import 
Board refused to permit the prayer 
books to be “imported.” 


The In-Laws of the Generalissimo 


The incidents cited might seem merely 
minor irritations, but the businessman 
who had listened to glowing wartime 
accounts of the job to be done in re- 
building China found his operations 
hamstrung by the same _ regulations 
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which banned Christmas toys and relief 
food. Worse, he learned that the 
regulations which brought his activities 
to a standstill did not apply to the 
in-laws of Generalissim> Chiang Ka- 
shek, who were setting up scores of new 
corporations, nor to a rapidly expanding 
system of state-operated business. 


He discovered that the tax laws apply- 
ing to his business were not the same 
as those applying to his Chinese com- 
petition. 


And then there emerged the corpora- 
tions with “Holy Family” connections. 
These are firms that exploit their rela- 
tionship with the Generalissimo to 
extort from American manufacturers 
valuable agencies whose reputations and 
business had been built up by Americans. 


American Business Men’s Dilemma 


As a result. the American in China 
today finds himself in an exceedingly 
uncomfortable and contradictory posi- 
tion. On the one hand. he is encovrag- 
ed by his government to continue and, 
if possible. tg expand his activities as 
part of the American program of assis- 
tance to China. This is in keeping 
with Washington’s announced desire for 
reduction of trade barriers and China’s 
need for machine tools and other heavy 
equipment to help revive an almost 
vanished productive capacity. 


On the cther hand he is faced with 
an impenetrable wall of restrictions, 
contradictions. confusion and discrimina- 
tions, which have developed _ since 
China’s new foreign-trade regulations 
went into effect last November 17th. 
Consequently. American interests which 
had expected to play an important role 
in the rebuilding of China are dying on 
the vine, 


Meanwhile, a system of political 
favoritism. special privilege and 
family null is enabling the in-laws of 
Generalissimo Chiang, Kai-shek to 
gain control of certain: major lines of 
private enterprise and is fostering 
the growth of state control. Many 
Americans now are convinced there 
is a calculated vrogram on the rart 
of certain of China’s political leaders, 
if not of the goverument . itself. to 
crowd long-established American 
and other foreign firms out of China. 


The “Holy Family” Concerns 

Fn Chung Corvoration. headed by T. 
L. Soong, a brother of former Premier 
T. V. Soone and of Madame Chiany 
Kai-shek, and by H. H. Kune, Madame 
Chiang’s brother-in-law and also a 
former Premier. 

Nan Yane Tobacco Company, headed 
by T. V. Soong. 

China Development Finance Corpera- 

tion, headed by T. A. Scong, another 
of Madame Chiang’s brothers. 

Goldmont Corporation. owned bv the 
brothers and sisters of Madame T. V. 
Soong. 

China U.S. Rubber Company, owned 
by T. V. and T: A. Soong. 

Yangtze Developmént Company, 
overated by David Kutg. nevhew of 
Madasne Chiang and son of H. H. Kung, 


The impressive list of such ‘Holy 
Family” concerns extends 2 pharma- 
ceuticals, chemicals. construction equip- 
ment and numerous other enterprises, 
and includes relatives three and four 
times removed. 

Every suggestion that these “Holy 
Family” concerns employ political pres- 
sures and family connections to gain 
business advantages, cr evade regula- 
tions, has been met with sanctimonious 


denials. However, the Far East 
American ‘Council of Commerce and 
Industry and the National Foreign 


Trade Council, in qa joint report, in- 
formed the State Department that pre- 
ferential treatment was accorded “Holy 
Family” firms in the allocation of 
import quotas. 


“It is significant,” the report submit- 
ted to Washington said, “in allocating 
auotas, the board has often seen fit to 
disregard the years 1935-1937 as a 
previcusly designed representative 
period and has adopted the year 1946 
as a base instead. Obviously, to adopt 
pre-war years as representative would 
have resulted in the exclusion of such 
vrganizations as the Fu Chung Corpora- 
tion, Goldmont Corporation and the 
Yangtze Development Company from 
participation in qvota allocations.” 


This charge never has been denied 
by the Chinese officials concerned. 

T. L. Soong and Stanley Shen, tov 
executives of Fu Chung Corvoration. 
this summer used Chinese diplomatic 
passports to travel in the United States 
on private business. Well-established 
Chinese businessmen of excellent repu- 
tation, however. find it extremely difficult 
if not impossible to obtain passports, 
on any terms, t2 permit them to re- 
establish pre-war-contacts with Ameri- 
can manufacturers, 


“Holy Family” firms have capitalized 
on difficulties which established Ameri- 
can dealers encounter in obtaining 
Chinese import licenses and foreign 
exchange, to convince American manu- 
facturers that ‘Holy Family” connec- 
tions are indispensable if business is 
to be done in China. With millions of 
dollars of orders held un for nearly a 
year by inability of American repre- 
sentatives to obtain credits and licenses, 
this arguemnt carries much weight. 
And “Holy Family” firms have advanced 
millions of dollars fcr future orders as 
evidence of confidence in their ability 
to obtain license and exchange denied to 
Amerizan firms. 


Unfair Practices 


Under such pressures. Westinghcuse 
International transferred its China dis- 
tributor agencv from William Hunt & 
Companv, to T. L. Soong’s Fu Chung 
Corpcration. Willys Motors took its 
valuable China jeep agencv from Mark 
Moody to the same “Holy Family” con- 
cern. while Anacona Czpper vielded to 
similar tactics. With these agencies 
have gone good will built up over the 
years and, in many instances, contracts 
on which the former American distri- 
butor had done extensive engineering 
and othey spadework during the war 
seriod.” 


Chinese Squeeze 


When the victims of this political 
squeeze play ventured a protest, the 
Board of Temporary Regulation of 
Imports issued a “denial” in which was 
buried this revealing paragraph: 

“The board, while not unaware that 
certain persons are resorting . to 
unethical methcds in attempting to in- 
fluence the transfer of agencies to them- 
selves, wishes to disasso“ate itself in 


the most emphatic manner from such 
practices.” 


State Monopolies 


In addition to the “Hvly Family” 
firms, the American seeking to stage a 
comeback in China is confronted with 
competition frcm China’s lusty and 
growing assortment of state-controlled 
enterprise, Topped by such commercial 
giants as Universal Trading Corpora- 
tion (with spacious offices in New York’s 
Rockefeller Center) and Central Trust 
ee China, these concerns are doing a 
thriving business as self proclaimed 
purchasing agencies for private concerns 
in China. None has to comply with 
licensing, foreign-exchange or quota 
requirements which are pushing legiti- 
mate American importers to-the wall. 


‘Creation of these official purchasing 
agencies was agreed to by Washington 
as a wartime expediency whose activities 
should be terminated at the end of the 
war to make way for the development 
of private enterprise. Despite Wash- 
ingtcn’s postwar requests and repeated 
promises by China, these agencies not 
only have not terminated their activities 
but actually have enlarged and en- 
trenched them. Universal Trading Cor- 
poration was incorporated under New 
Yok State law with every appearance 
of continuing its operations indefinitely. 
The Central Trust of China in March, 
this year, circularized numerous Ameri- 
can manufacturers with a letter which 
said: 

“Please be advised that we are the 
authorized purchasing agent for govern- 
ment offices and commercial firms.” 


In calling attention to this matter in 
Washingtcn, the Far East American 
Council and National Foreign Trade 
Council pointed out that “most of the 
firms sclicited already are represented 
in China by duly appointed agents or 
distributors.” 


Government Vs. Private Business 


Private business, whether American 
or Chinese, is unable to compete with 
these official purchasing agencies. They 
operate cn a one per cent commission 
on purchases for government agencies 
and two and one half per cent base 
buying commission fior private accounts 
and support no selling, service or main- 
tenance personnel in China. 

The story of the extent and nature cf 
the activities of these agencies is told 
in scores of ships’ manifests. 

Virtually every foreign ship arriving 
in Chinese ports from the United States 
carries carg2 shipped by these concerns. 
Included are larke quantities of goods 
supposedly rigidly banned as luxuries; 
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thousands of tons of capital and other 
goods for which American private firms 
have been unable to obtain import 
licenses or foreign exchange. 


American Motorcars in China 
Motorcars are a case In point. 
Importation of all _ automobiles by 
American dealers is limited, almost to 
the vanishing point. Yet the percentage 
of new cars on Shanghai’s streets is far 


greater then in New York, Chicago or 
Los Angeles. au 

The Caercan firm representing 
Cadillac in China has been unable to 


‘n import permits because the price 
ree the $1,200 limitation set by the 
import restrictions. Yet a recent ship- 
ment by Central Trust of China included 

Caidillaes. ‘ 
"he story is repeated with almost 
every ship arrival. ‘ : 

The seriov-nes; of the situaticn was 
pointed wp in one report to the State 
Department, which warned that these 
monop lies, leaving no incentive what- 
ever for further investments, have 
resultet in tie desire of the majority 
of Anicrican firms to postpone all pro- 
jects «nd cut to the bone their present 
investinents, with a possible view to 
pulling out of China by the end of this 
year.” 

Insincerity of Nanking 

Amrrican importers endorse the pre- 
mise that China should conserve foreign 
excharge for the purchase of capital 
moods to prop up the country’s tottering 
economy. , 

Thev insist. however, that the validity 
and sinceritv of the program becomes 
subject to serious doubt when items 
banned to American firms flow into 
China through official purchasing 
agencies and quasi-government concerns. 

With rare exceptions, including a 
moderate relaxation of restrictions late 
in Julv, no American firm has been 
licensed to import more than a few 
thousend dollars of cargo for which 
letters of credit had not been established 
before the new restrictions went into 
effect last November. In the log jam 
of thousands of applications for which 
American importers have been unable 
to obtain approval are millions of 
dollars’ worth of major reconstruction 
and capital goods which are supposed 
to receive priority 

Much of such goods has been on order 
for as long as two years and some has 
been in the process of manufacture in 
the United States for a year or more. 
Some has been.completed and js accumu- 
lating expensive warehouse and dockage 
charges in Ameyican and Chinese prts. 
Substantial payments have been made 
on such contracts by independent 
Chinese and American firms. 


Dangers of Commercial Transactions 


Inclvded in this category are hundreds 
of thousands of spindles needed to revive 
China’s once-busy cotton-spinning mills, 
wool-weaving mills, structural steel and 
fabrications mining equipment, hoisting 
machinery and deep-well pumps which 
would start China’s. coal mines produc~- 
ing again, steam power plants, aviation 
equipment for construction and 


modernization of China’s airways, rail- 
way equipment and _ rolling — stock, 
machinery for processing tung sesame, 
rape and other vegetable oils which are 
among China’s few currently exportable 
products. 

If the American importer attempts 
to cancel and look to other markets, 
to protect himself, he is subject to can- 
cellation costs and possible lawsvits by 
his Chinese buyer. In the latter case 
he is almcst sure to lose because <ome 
competitor through exerting one of ¢ 
number of “influences,” including pos» 
sible payment of squeeze, may have 
obtained a permit for a small amount 
of similar goods If he does not cancel 
he may get neither import permit nor 
exchange and lose a very substantial 
amcunt. 


Discrimination Against Americans 


In the matter of taxes, too, the 
American is at a serious disadvantage. 
His business is taxable under Article 
V1 of China’s tax laws, at the flat rate 
of 30 per cent of all net profits above 
seven million Chinese dollars (about 
$150 at present exchange rates), regard- 
less of the ratio af profits to capital. 
Chinese firms, however, are taxable at 
a rate ranging from 4 to 30 ver cent 
of net profits. gradvated on the ratio 
of profits to capital. 


In both his business and personal life, 
the American in China. shorn of the 
former protection of extraterritoriality. 
has learned that he must gauae his 
activities by the knowledge that he will 
be discriminated against by Chinese 
authorities and ccurts. The evidence is 
abundant. 

(After quoting a number of individual 
cases, the author continues) : 

Tf such examples—frequentla repeat- 
ed—are not enough to convince the 
American in China that he is on pre- 
carious legal footing, he can look at 
the cumulative record. Only one 
emona all foreigners who have faced 
Chinese courts since “extrality” was 
renounced has been acquitted! 


. Underlying this record of abuses 
is a ground swell of anti-American- 
‘sm among Chinese of almost every 
level and political stripe. It has 
eame from inability to understand 
the ohiectives of America’s vacillat- 
ine China Bolicy: from bitter Com- 
munist anger at the use of American 
arms, fraining and transvort in sup- 
nort of the Nationalist forces of 
Generalissimo Chiang Kai-shek while 
the United States was acting as 
mediator in China’s civil war. 
srrung from the ilitant onvosition 
of reactionaries within the Kuomin- 
fane’s one-party rule. Tt has been 
engendered bv frustrated hones and 
reonests for even ereater financial 
and other aid. It has heen fostered 
hy the paradox of a China, whose 
largest mre-war export was cheap 
lahour in the form of goods, now un- 
able to vreduce q single item which 
cannot he imported from the States 
and sold at a price helow that asked 
for the native product. It has heen 
fanned by an intense nationalism 
vromoted| by American efforts to 
“make face” for China as a “big 


It has: 


TRADE OF HONG KONG 


DURING SEPTEMBER, .1947 
(By A Trade Analyst) 


Trade figures for September show an 
increase in imports compared with the 
figures for August as imports advanced 
from $119,794,349 to  $133,132,899. 
Exports increased from $72,377,540 to 
$118,244,684. Imports increased about 
11% and exports no less than 64% over 
the previous month, which constitutes 
an all time high. 


While some of this increase can be 
explained in the easier shipping position 
and the stock piling which takes place 
before the Christmas season, there is 
little dcubt that the main cause can be 
traced to the abandonment of artificial 
exchange controls by the Chinese gov- 
ernment and the introduction of open 
market rates.. There has been an added 
incentive to merchants to export, and in 
the traditional Chinese manner, they 
have not been: slow to take advantage 
of easier trading conditions. The 
primary advantage has, of course, gone 
to China, but Hong Kong has shared 
in the increased flow of goods between 
our great neighbour and the outside 
world. 


Imports frcm the British Empire at 
$41 million showed an increase of 24% 
while exports to’ imperial countries 
advanced $9 million. an increase of 45%. 
Exports to non empire countries, how- 
ever, increased by no less than 71%. 


The commodities which shared the 
increase in imports were oils and fats 
$5 million, metals $414 million. sundries 
$3 million and paperware $2 million. 
Imports of Chinese medicines dropped 
by $3 million and fuels by $1 million. 


power,” and by the belief ir the 
minds of many Chinese that China 
won the war in the Pacific. 


Inflation and Currency Manipulation 

American business returned to China 
after the war with its eyes open. It 
knew it faced heavy rehabilitation ex- 
pnense. It was prepared to accept new 
laws, rules, regulations. It locked for- 
ward to gradual improvement and 
eventual opportvnities and incentives 
for long-range investments. It was nct 
prepared for the exorbitant costs of 
overation resulting from inflation and 
China’s currency manipulation, it was 
not prepared for government-fostered 
discrimination, unequal taxation, com- 
petition from a “Holy Family’ politico- 
business empire or from expanding 
state enterprises, 

American interests in China believe 
their difficulties have an integral rela- 
ticn to the United States’ policy of 
seeking to reduce trade barriers and 


promote private enterprise. Further, 
they point out, China’s present com- 
mercial direction is diametrically at 


cuts with the general commercial policy 
objectives of the “Suggested Charter’ 
for an International Trade Organiza- 
tion of the United Nations.” 
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The main increases in exports were 
recorded in oils and fats ($15 million), 
sundries ($8 million), foodstuffs and 
provisions ($7 million}), piecegoods ($2M 
million) and paper and tobacco ($2 
million cach). 


Imports, from the U.K. were up $3 
million, which included metals and tex- 
tiles ($1 million each), chemicals and 
dyes ($% million), 


_ Exports of oils and fats to the U.K. 
increased by $1% million. 


Imports from Australia showed a $2 
million increase, mainly textiles and 
fats. There was a slight decrease in 
foodstuffs. Exports to Australia in- 
creased by $34 million. 


The reduction in imports of $3 million 
from Burma is accounted for by smaller 
__rice shipments, 


After some months of recession 
exports to India showed a welcome rise 
of $2 million. chiefly metals and sun- 
dries. 


There was a large increase in trade 
with Malaya as imports increased by 
$3 million, mainly nuts and seeds, and 
sundries. Exports were up by $3 
million, chiefly textiles ($1 million), 
foodstuffs and wearing apparel ($1 
million). 


Trade with China improved consider- 
ably. Imports from North China were 
up $1 million as Hongkong took more 
foodstuffs, while exports increased by 
$4% million of which oils and fats 
accounted for $2% million and foodstuffs 
$1% million. 


Trade with Middie China improved 
slightly with Shanghai forwarding extra 
foodstuffs to Hong Kong. 


In South China however, there were 
large increases in all imports and 
exports. Imports from South China 
jumped by $9 million of which oils and 
fats accounted for $4 million and metals 
$3 million. There were significant 
increases in liye animals and focdstuffs. 
but decreases in textiles. Exports to 
South China, however, jumped by $5 
million, mainly textiles, paper, chemicals 
and sundries. 


Imports from Macao showed a sub- 
stantial drop, probably because Chinese 
merchants found it more profitable to 
despatch direct to Hong Kong rather 
than by the Portuguese Colony. Food- 
stuffs, Chinese medicines, mineral ores 
and textiles all showed substantial re- 
ductions. Exports to Macao however, 
increased by $5 million, which included 
increases in paper, tobacco. sundries and 
manures, 


Exports to the Philippines increased 
by’ $3 million, of which foodstuffs 
aceccunted for $2 million while there 
were significant increases in metals and 
textiles. 


Imports of textiles from Japan feil 
by $2 million, but Hong Kong sent addi- 
tional quantities of foodstuffs and fats 
to that country. 
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There were no imports from Korea 
recorded owing to the lack of shipping. 
Exports to Korea were substantial. 


_ There were some significant changes 
in trade with Europe. Exports to 
Belgium were up $2 million (oils and 
fats). Exports to France increased by 
$7 million (oils and fats), to Holland 
$1 million also oils and fats, while we 
sent $34 million ils and fats +o 
Germany, 


on 
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Imports from Sweden increased by 
$2 million of paperware, but imports of 
paperware from Norway fell by $1%: 
million, 

Trade with U.S.A. improved. 
of dyes and metals were $1 million 
greater than the previous month. 
Exports on the othe, hand increased by 
almost $3 million as Hong Kong sent 
($1 million) additional nuts and seeds 
and ($42 million) foodstuffs to U.S.A. 
Sundries also increased by $2 million. 


Imports 


HONGKONG’‘S. TRADE FOR SEPTEMBER 
AND THE FIRST NINE MONTHS OF 1947 


Imports of merchandise 


into the Colony of Hongkong during the 


month of September, 1947 amounted to a declared value of $133,132,899 as 
compared with $110,764,938 in the menth of September, 1946. The figures 
include Government sponsored cargoes. 

Exports of merchandise totalled a declared valu» of $118,244,684 as 


compared with $97,834,001. 


Imports during the first nine months of 1947 amounted to a de- 
clared value of $1,054,593.299 as compared with $631,618,138 in the first 


nine months of 1946. 


Exports totalled $852,854,219 as compared with $516,445,256. 


TOTAL VALUES OF IMPORTS & EXPORTS OF MERCHANDISE 
BY COUNTRIES: 


— FOR SEPTEMBER — 
COUNTRIES IMPORTS EXPORTS 
1946 1947 1946 1947 
‘ ; $ $ $ $ 
United Kingdom 8,500,935 14,288,709 1,295,682 4,650,568 
Australia ... 6,494,711 6,320,325 505,427 1,169,712 
‘Burma 22 .3. — 2,505,910 843,432 1,053,408 
Canada * eee 5 945,499 1,545,712 144,775 341,038 
@eylon. +e ss ane 122 064 48,476 457,607 497,975 
mast: Africas. +... —— 109,346 — 135,828 
Pndia, 3. ast ereoete: 6 853,201 3,056,829 3,929,843 2,445,135 
Malaya (British) ... 5,236,777 9,816,699 25,877,846 14,287,247 
New Zealand ... ... 86,465 74,255 34,137 439,130 
North Borneo ... ... 142,793 771,707 690,505 1,073,356 
South Africa ... — 885,609 29,83 1,906,152 
West Africa — — 20,704 235,691 
West Indies ... ... — 584 2,400 42,600 
Br. Empire, Other 3,351,505 1,854,534 212,723 1,156,065 
Beleium teresiet ce tee coe 800,794 4,078,966 228,115 3,023,340 
China, North ... ... 7,275,230 4,376,818 11,694,074 8,743,753 
ra Middle ... ° 3,957,409 2,445,619 5,248,033 2,231,299 
FA South 16,544,704 27,100,619 15,974,608 11,408,879 
Cuba. iach aaretee — —. 1,687 61,542 
Central America ... 57,208 25,046 30,235 209,438 
Denmark’... «eee: 17,878 99,116 332,910 1,975 
BSypbmien o Seen: 62,299 31,369 270,013 384,285 
Wran Cee ccc. sues ee. 281,570 1,148,755 789,920 7,946,355 
French Indo China ... 9,768,052 1,294,532 4,867,680 loos 
GeErnranyts.. ae aecae es aS — —. 739,200 
Holland) <:5-cteee ae, 3: 41,956 1,378,111 289,343 4,797,642 
Ttalyeeee ... .poeied.. 711,813 561,594 39,534 2,362,363 
DAD OAMG ois. «ements wie 4,762,515 — 1,667,546 
Kwong Chow Wan ... 667,336 473,481 371,513 36,585 
MacaOrs.. sc. icmeamee. 11,580,672 4,399,171 3,423,725 9,184,993 
INOFWay t.. acd eee ue: 818,412 1,740,887 389,324 158,547 
Netherlands East Indies 925,041 1,104,021 406,001 5,580,632 
Philippines \.dim.mece--. 2,391,397 1,141,896 1,565,374 6,831,520 
Portugalies...cieeen ace. he. 1,248 410 eae Es 
Sistmaeer o> nck: tres 4,316,927 5,143,072 9,080,491 6,601,130 
South America... ... ... 9,964 529,963 88,628 78,145 
Swedes. «.. ira wn as 352,224 2,367,695 169,133 280,670 
Switzerland -sapeebae «.- 471,760 1,095,180 as <= 
Spain ad 2,816 12,338 — 450 
UMESEAS c.. caw eeace: Leto0;206 23,672,735 8,528,748 11,407,104 
LOM Se SE Stee co Gt coon ane — 876,360 — 18,992 
OCNELS Ak ss, sot out 221,172 1,993,935 —- 3,341,251 
TOTAL ..0 ees. 2. 120,764,938 % 133)132;899: 97,834,001 118,244,684 
Total Br. Empire ... 31,733,950 41,278,695 34,044,912 29,433,905 
Total Foreign ... ... 79,030,988 91,854,204 63,789,089 88,810,779 
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COMMERCIAL MARKETS 


LOCAL PRODUCE MARKETS 


Tung oil sold at rising prices; $171 
per picul was paid ex native dealer’s 
godown and $185 f.a.s. Hongkong. The 
New York market price is steady around 


US cents 26 to 27 per pound, f.o.b. New 
ETS ARES ESD 


York. Demand from European cus- 
tomers continues but is not insistent. 


There is every reascn to expect higher 
tung oil prices in the U.S. as all other 
prices there keep on rising. Of course, 
if domestic price controls in America 


STE EE 


TOTAL VALUES OF IMPORTS & EXPORTS BY MAIN GROUPS. 
— FOR SEPTEMBER — 


Articles IMPORTS EXPORTS 

1946 1947 1946 1947 

$ $ $ $ 

Animals, Live ... .. 3,144,110 2,972,024 — ———— 
Building Materials" 3,011,989 2,417,861 595,275 1,194,449 
Chemicals & Drugs ... 5,570,615 5:310;668 2,721,580 2,635,988 
Chinese Medicines 5,792,753 1,674,243 5,132,937 2,946,434 

Dyeing & Tanning 

Materials ... ... 1,694,713 6,145,479 1,013,696 2,325,074 
Foodst:‘fs & Provisions 22,790,428 21,880,399 10,385,696 15,874,671 
GC Site cies 2 688 886 3,681,626 27,757 73,713 
Hardware ... * 1,355,819 1,228,655 648,855 1,388,424 
Liquors, Intoxicating ~ “as 1,248,376 583,035 510,949 415,032 
Machinery & eREInES 479,519 1,257,765 125,525 167,270 
Manures ... .. 352,624 594,717 308,064 665,021 
Metals ... .. ae 4,445,466 12,551,210 5,008,188 3,547,604 
Minerals & Ores ... 627,242 184,717 31,080 1,158,934 
Nuts & Seeds ... ... ... 1,852,759 3,127,885 428,783 2,511,303 
OllseaePatstce.. 9...  11,854030 15,591,969 13,866,770 33,375, 027 
Paints ici: ane 628,894 860,393 429,103 681,894 
Paper & Paperware .. 4,252,937 7,898,875 4,561,241 3,987,160 
Piece Goods & Textiles 16,099,960 15,781,395 31,557,342 15,033,638 
Railway Materials ... ... 393 609,947 — 6,900 
ODACCO Greiner es sec 2,816,589 3,197,246 774,681 2,726,733 
Vehicles) ..)- .:. S.eneee 2,404,967 2,151,041 199,968 794,530 
Wearing Apparel a 1,061,832 - 1,546,969 2,795,152 4,410,950 
Sundries... . 16,620,037 21,884,780 16,721,359 22,323,935 
Total Merchandise 110,764,938 133,132,899 97,834,001 118,244,684 
‘Preasure, OF 2.02: 3,630,000 — 2,554,701 6,050,050 
Grand Total ... 114,394,938 133,132,899 100,388,702 124,294,734 


TOTAL VALUES OF IMPORTS & EXPORTS BY MAIN GROUPS. 
— FOR THE FIRST NINE MONTHS OF THE YEAR — 


Articles TS EXPORTS 
1946 1947 1946 1947 
$ $ $ $ 

Animals, Livecen.:. «a: 22,478,962 21,135,678 —— 375 
Building Materials ..... 14,398,052 19,159,472 2,213,878 4,787,235 
Chemicals & Drugs 20,425,362 44,124,257 16,752,435 26,734,181 
Chinese Medicines ... ... 52,805,804 19,733,637 48 818,933 27,675,293 
Dyeing & Tanning 

Materials: 24 3045... 7,438,415 47,147,441 4,177,034 18,322,089 
Foodstuffs & peor sions 157,411,363 166,466,619 78,186,999 197,034,991 
Wuelsree cc. 4 ~ 8,006,951 23,775,818 277,091 491,003 
Hardware ... .. fia 3,411,826 7,414,554 4,978,214 9,090,642 
Liquors, Intoxicating as 7,544,518 8,621,732 4,254,353 4,225,178 
Machinery & gee te 5,364,109 8,722,399 753,375 1,358,588 
Manures ... ... 1,027,472 1,600,479 2,824,766 7,322,570 
Metals ... Br 18,535,296 72,224,677 20,526,080 47,034,289 
Minerals & Ores ... 968,714 3,385,669 88,639 5,488,196 
Nuts & recor Peewee Peas 16,161,376 17,536,,207 8,622,745 9,437,970 
Oils & Fats . 74,907.814 150,120,339 84,980,084 199,895 730 
Paints 2,751,816 6,756,513 2,646,045 6,664, 181 
Paper & Paperware . 20,737,840 46,653,138 20,409,759 30,623,835 
Piece Goods & Textiles 62.234,449 144,792,872 103,308,415 132,076,132 
Railway ok hg ae 5,521 1,350,726, 16,926 7,516 
Tobaceom 50 Sr .ne eee. § URIS4876 30,760,710 3,699,003 9,337,583 
Vehicles ... . Sa 9,278,405 23,571,417 776,130 6,259,804 
Wearing Apparel a 7,002,579 9,897,252 13,939,045 31,824,280 
Sundries ... ... = 103,473,618 179,641,693 93,595,307 167,162,548 

Total Merchandise 631,618,138 1,054,593,299 516,445,256 852,854,219 

Treasure ... 3,866,238 49,773,890 10,880,573 93,499,114 

Grand Total ... ... 635,484,376 1,104, 367,189 527, 325, 829 946,353,333 
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will come into force—and there are 
many who believe that free enterprise in 
the States is not to have its way with- 
out plenty of controls—and will then 
yeduce the current high level of allround 
prices, tung oil quotations are bound 
to follow the general trend. So far, 
however. the outlook in New York is 


encouraging for local tung oil exporters - 


yut they will be well advised if they 
try to ship to the U.S. the largest 
possible quantities of tung oil if they 
want to be on the safe side and cash 
in on the current steady price. 


Sesame oil sold around $270, peanut 
oil 186, teaseed oil 153, rapeseed oil 163 
per picul, on the native market. Ciocoa- 
nut oil came here in adequate quantities 
and the price was easy around $118/119. 


Wolfram ore, 65%, came to business 
at $380, tin from Yunnan around $410 
per picul. (Business in antimony ore 
and regulus had been very quiet of late 
but some inquiry last week elicited 
offerings arcund $170. per picul. 


China Produce 
NEW YORK MARKET 
(in U.S.$, per pound, 
f.o.b. New York) 
Antimony, American, 99% 
percent grade in bulk ¢ of 


Bese lots 0.33 
0.80 
ee eh (98.8%) 2.60 
Wolframite .. .. 0.29/31 
Amiseed Oil 0.70/85 
Cassia Oi] .. 1% 4.” J." 02:5073:00 
Tung Oil, in tank cars .. 0.26% 
Sandalwood, in drums, de- 
pending on sellers quan- 
tity & quality ovine d 3.25 
Bristles: 
Hankow, Regular As- 
sortments .. 2.90 
Chungking, Regular As- 
sortments a 1.95 
Shanghai, Regular As- 
sortments j 1.75 
Tientsin, short 55’s 4.10 
” regular 55’s 6.40 


Korean Producc 
NEW YORK MARKET 
(in U.S.$, per pound, 
f.o.b. New York) 


Agar-Agar .. 3.95/4.65 
Beryllium 14.00/16.00 
Molybdenum 0.45 


The U.S. army controls allegedly in 
Korea 8,000 tons of wolfram ore but 
the U.S. War Department is divided 
as to its use. A section cf the War 
Department wants to sell the ore on 
the market in order to raise money 
ings other officials want to stockpile 
i 


No wolfram ore has arrived in Hong- 
kong directly from Korea during 
September but Iccal stocks of both China 
and Korea ore are ‘zelatively large. 
About 480 piculs of wolfram ore were 
recorded in Sept. as imported from 
Macao but considerable lots of this ore 
were smuggled into the Colony which 
fact is borne out by the recorded export 
figure for Sept. of almost 3,000 piculs. 
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Copra 


The American price advanced last 
week to US$205 as shipments to Japan 
and Germany and purchases by Ameri- 
can crushers consumed considerable 
quantities, The previous price was 
about U.S.$185. 


Black Pepper 
NEW YORK MARKET 

Black pepper futures remained 
nominally unchanged with no sales re- 
ported, The spot situation remained 
firm but hesitancy developed in later 
deliveries as traders paused to evaluate 
the possible effect of the recent action 
-by the Indian government in removing 
export controls. Spot handlers said the 
forward situation probably 
remain ccnfused until Indian market 
prices became more stabilized or until 
more is known relative to Indian pro- 
duction and probable export surplus. 

Prices in Bombay ran from 32 to 38% 
cents a pound, C.I.F. which is a range 
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too wide to permit working of business. 
It is believed that little trading could 
develop until the price is stabilized. 


Sellers are holding spot black pepper 
at 54 cents while White Muntok was 


would - 


quoted at a new high of 60 cents a 
pound. 

(in U.S. cents per pound) 
October int. we. Veer ss 
December 44.00 
January 42.00 
March 37.00 
May 33.00 
July A 33.00 
September 33.00 

Sugar 


NEW YORK MARKET 


Sugar 


kets 


duced. 


together 
impression that higher 
prevail after Govt. controls are intro- 


with 


the 


futures turned steadier 
sympathy with the rise in outside mar- 

continuing 
prices may 
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TOTAL VALUES OF IMPORTS & EXPORTS OF MERCHANDISE 
BY COUNTRIES: 
— FOR THE FIRST NINE MONTHS OF THE YEAR — 


I a I ne i cece I le eS A ee Be 


COUNTRIES IMPORTS EXPORTS 
1946 1947 1946 1947 
; $ $ $ a3 
United Kingdom 23,622,921 113,104,021 13,391,851 28,322,468 
Australia ... 24,634,789 37,598,625 2,944,098 6,693,413 
Burma? stess eee: — 15,616,120 877,841 5,232,101 
Canada ... 8,354,714 14,125,291 496,544 2,052,781 
Ceylonikaeee ss 225,851 1,186,049 807,289 4,024,895 
East Africa ... 111,390 1,020,214 62,780 787,361 
ANG) eSeasn nce ae See OO;008,428 36,413,947 14,763,363 19,092,782 
Malaya (British) 51,197,585 68,697,828 127,144,941 165,653,999 
New Zealand ... ... 107,765 216,482 160,979 1,654,396 
North Borneo ... ... 1,325,686 4,887,209 949,176 5,023,624 
South Africa .. 19,628 7,509,968 302,684 11,458,797 
West Africa —— —— 23,429 1,090,425 
West Indies ... ... 700 6,868 32,332 297,025 
Br. Empire, Other 17,928,918 8,694,376 383,239 5,634,381 
Belgium ys crs tn hao 4,312,322 34,761,570 $71,247 9,219,250 
China, North ... 68,261,332 32,491,373 75,046,645 33,906,899 
» Middle. ... 36,150,105 25,518,202 28,604,739 35,118,228 
» South 121,131,429 212,802,583 96,168,589 143,290,108 
Cuba... Beis —— 6,480 80,257 838,312 
Central America ... 77,208 331,907 84,705 680,518 
Denmark 422. Mele. 486,532 646,167 2,375,090 910,203 
Bgyptites.. Hk se eee xc 304,217 288,492 1,213,885 5,233,609 
Francestess s.aei: cade tees 867,180 9,795,138 1,412,075 16,408,678 
French Indo China ... 46,376,616 15,301,211 25,323,216 13,827,982 
German yiloriees cio —— — —. 958,625 
Holland's sce cucaermass8 bc 69,071 8,291,438 1,068,566 17,396,681 
GAY dec ceatinreeeciuncsi aces iss 823,742 9,012,155 211,734 12,001,795 
JADAD wecee ached sa, sane — 20,358,738 — 3,672,924 
Kwong Chow Wan ... 3,507,216 4,992,766 1,353,921 1,579,061 
Macao ... B88 cee 56,301,028 50,958,107 23,481,190 43,048,558 
INGLY WAY cen etc ston es ce 5,409,395 13,649,747 1,403,472 2,374,905 
Netherlands East Indies 2,543,450 9,103,825 2,325,981 24,503,381 
Philippines... ... ... ... 9,800,277 11,710,504 7,523,489 38,801,31€ 
Portugal. sects sce Fes 373,874 621,410 9,848 99,776 
Signi ig. re te ee 20,753,073 39,143,981 34,310,005 61,820,595 
South America ... ... ... 21,964 $80,119 02,904 1,336,086 
Swedens..P ee «fi. 3 865,941 4,969,489 2,536,504 5,621,983 
Switzerland ... 2,143,757 11,753,325 ae 206,907 
Spain .. 72,368 149,550 — 1,214,654 
Gise A 83,359,670 215,207,516 48,615,251 100,351,577 
Uses. RF 1,646,247 — 4,822,454 
Others 472,751 11,124,261 81,407 17,274,712 
TOTAL ... ... ... ... 631,618,138 1,054,593,299 516,445,256 852,854,219 
Total Br. Empire 167,133,375 309,076,998 162,340,536 275,018,448. 
Total Foreign ... ... - 464,484,763 745,516,301, 354,104,720 595,835,771 
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(in U.S. cents, per pound) 


December ee 5.43 

March (1948) 5.15 

May=——= 2 : 5.387 

July 5.39 

September 5.40 
Cereals 


CHICAGO BOARD CF TRADE 
(in U.S.$, per bushel) 


Wheat 
October .. 3.02 % 
December 2.97 
Corn 
October 2.22% 
December 2.16% 
Oats 
October 1.15% 
December 1.14 


Rubber Futures 


NEW YORK MARKET 
(in U.S. cents, per sae 


October mtn abe .00 
November 21.00 
December 19.35 
January 19.00 
February 18.70 
March 18.45/50 
April 18.35 
May 18.20 
June 19.00 
July 17.80 
August 17.75 
September 17.70 
October 17.70 
November 17.70 
December 17.70 
LONDON MARKET 
(in pence, per lb.) 
December a as 
January 11.7/16 
March 11.7/16 
Cotton 


NEW YORK MARKET 

The market was active but weak. 
Speculative confidence was badly shaken 
by uncertainty: over possible. Adminis- 
tration steps to curb inflation. 

While the recall of ‘Congress next 
month to speed up European relief was 
at first viewed bullishly, buyers later 
were disheartened by the information 
that the Administration may seek 
emergency powers in the special session 
to combat rising prices, possiblv through 
control over margin allocations of basic 
commodities fcr domestic use or possible 
re-imposition of price controls on some 
food items. 

Other background bearish factors 
included a belief that the next govt. 


‘erop estimate might show some improve- 


ment in view of the recent favourable 
weather, and Washington reports that 
Govt. does not plan to make any addi- 
tional purchases of raw cotton for 
shipment to Japan in the near future. 
The recent controversy concerning 
United States textile men’s opposition 
against shipment of Japanese cotton 
goods into United States markets hit 
fertile ground when a spokesman of the 
Commodity Credit Corporation assured 
mill men that C.C.C. cotton will not be 
imported into the United States, 
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(in U.S. cents, per pound) 


October 32.59/62 
(Myarch 32.80/85 
May : 32.59/62 
MUR cee fe eet tne 31.86/92 
October (1948) 29.46 
December .. 29.16 ~ 
March eee 28.90 
Middling Spot .. 33.04 


NEW ORLEANS MARKET 


December 32.60 
March 32.77/79 
May. ... .- 32.60/65 
Drlyy eis. Fi. 8 ae 31.83 
October -(1948) ° 29.40 
December oe 29.03 
Middling Spot 32.30 


OUTLOOK IN JAVA 


The outlook for ,business with Java 
is not very optimistic, Stocks are lower 
than: expected and production is slack. 
As regards sugar, unless there is an 
almost immediate restoration of peace 
and order in the island Java will not 
return to even a reasonable level of 
production before 1950. The raiding 
parties of rebels have devoted them- 
selves to destruction with disastrous con- 
sequences. The supplies of sugar which 
in their sweeps during July and August 
the Dutch anticipated capturing have 
proved very much smaller than estimat- 
ed before military action commenced. 
The estimate was based on an official 
statement of the Republican Government 
to the International Food Council that 
the warehouses and go-downs held 
800,000 tons of sugar. If the amount 
reaches 250,000 tons it will be surprising. 
Fair amounts of other commodities, 
rubber, kapok, etc., were captured and 
will be marketed. But the totals are 
far from anticipations. As a result the 
Dutch financial position will not be help- 
ed to the extent expected. As regards 
rice, the situation is bad. Most of the 
rice mills -are operated by Chinese, 
whose treatment by the Republicans has 
been so grim that they have abandoned 
their mills and withdrawn within the 
Dutch lines—well within. They refuse 
tq return unless provided with complete 
protection which, cf course, the Dutch 
under the ‘cease-fire’ demand of 
U.N.O., cannot guarantee. Ir Western 
Java, Chinese who are still in possession 
of their mills, are refusing to operate 
them because they fear reprisals wiil 
be’ taken against Chinese still in Re- 
publican territory, 


The situation in Java, general’;. is 
far from hopeful even though an Arpi- 
tration Committee has been apn inted. 
What is wanted is something’ immr- 
diate. The long delays continue to 
bleed the island of its economic future. 
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OF THE SUSPENSION 


OF STERLING CO NVERTIBILITY 


The crisis in the British balance of 
payments situation, the crucial problem 
of Britain’s economy since the war, ‘had 
been in the making for some time. It 
came to a head with unexpected sud- 
denness in the heavy withdrawals of 
dollars from the American credit over 


the past two months. The crisis has 
already brought about a series of dras- 
tic measures designed to redice the 
gap in the balance of payments, a 
freezing of the remainder of the 
American loan, and a partial suspen- 
sion of the convertibility of currently- 
earned pound sterling. 

Concern over the deterioration of 
Britain’s balance of payments position 
has been growing ever since the fuel 
crisis last Winter, and was accentuat- 
ed by the stepping up in the rate of 
withdrawals from the American crédit 
during the Winter and Spring. lt was 
becoming more and more evident that 
—barring additiznal outside aid—more 
drastic measures to conserve dollars 
would be required., Still, the situation 
was not thought to be immediately 
critical. For over six months the Bri- 
tish authorities. had been working out 
a series of exchange agreements with 
other countries looking towards restora- 
tion of sterling convertibility on cur- 
rent transactions by July 15. as ealled 
for by the terms of the Anglo-Ameri- 
can loan, and apparently London was 
viewing the approach of that date with 
no great apprehension. In fact, July 
15 came and went with no outward 
sign of disturbance. 

Withdrawals from Anglo-American 

Loan 

However, when July figures on the 
use of the American loan were given 
out they revealed that withdrawals, 
which’ averaged -$167 million a month 
during the first quarter of 1947 and 
$237 million during the second, had 
soared to $700 million for that month 
alone. Hope was es for a fall- 
ing off in August, but actually—with 
the discussions in the press and the 
debates in Parliament—the rate of 
withdrawals increased. In the single 
week of August 18 they reached $237 
million. On Avgust 20 came the an- 
nouncement of limitation on sterling 
convertibility and of the temporary 
“freeze” on the loan. The following 
table, giving the monthly rate of draw- 
ings on the loan, together with amounts 
actually spent, traces the development 
of the crisis: 

Monthly Rate of Withdrawals and 

Actual Disbursements 
under Anglo-American Credit 
(in Millions of Dollars) 


Period With- Actually 

drawals Spent 
1946, 3rd Quarter, 
monthly  aver- 

QSGC.. adits oSESS $ 70 
4th Quarter, 
monthly aver- 

age oe ws 67 120 

1947, Jan. , 200 137 

Feb. 100 224 

Mar. 200 223 

Apr. 450 ‘307 

May 200 334 

June 300 308 

July 700 588 

Aug. 30a <. 
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On August 20 there remained of the 
American credit but a meagre $400 
million uncommitted out of the $334 
billion that was granted to Britain just 
a little over a- year ago and which 
was hoped would give Britain a 
breathing spell of four years in which 
to restore her balance of international 
payments. At the same time, Britain 
has drawn all but $500 million of the 
Canadian loan of $1,250 million, also 
granted last year. Britain’s present 
official gold and dollar reserves amount 
tc $2,400 million, but these reserves 
are also the reserves of the whole 
sterling area. 


Yhe Gap in the Balance of Payments 


To what extent has the widened gap 
in Britain’s current account transac- 
tions dissipated her dollar resources so 
far ahead of schedule? When the 
official “Economy Survey for 1947” 
was published early this year. it was 
estimated cn the basis of the outlook 
before the fuel crisis that deficit in 
Britain’s overall current transactions 
in 1947 would be around £350 million 
($1,400 million). Since then the gap 
has been widening and unofficial estim- 
ates (made prior to recent measures 
to reduce imports) placed the prospec- 
tive deficit for 1947 at £550-600 million 
($2,200-2,4000 million). The deficit in 
the overall current transactions in 1946 
was arcund £400 million and in 1938 
about £70 million. 


The situation is made more critical 
by the fact that a considerable part 
of what other countries owe to Great 
Britain cannot be collected at present 
either in goods or hard currencies. 
Nearly 80 percent <f exports are ship- 
ped to the sterling area or the coun- 
tries with inconvertible currencies. On 
the other hand, half of Britain’s pay- 
ments for imports must be made to 
the hard currency countries, such as 
the United States. Canada and. Latin 
America. On the basis of figures for 
the first six months the dollar deficit 
of Britain and the sterling area was 
running at the annual rate cf about 
$3.2 billion. 


Britain’s Dollar Deficit, 
January-June 1947 

(In Millions of Dotlars) 

Deficit. in Britain’s trade with 


the United States... ~$ 704 
Dollar expenditures on German 
account... 116 
Deficit in Britain’s trade “with 
cther Western Hemisphere 472 
Sterling area pvrchases in the 
United States, net pass 23% 
Sterling area purchases in 
Western Hemisphere, net... 40 
Purchases by European «0.n1- ; 
tries in dollar area, net .. 56 
Total $1,629 


Causes of the Deterioration 


One reason for the deterioration -f 


the balance of payments was the rise’ 


of prices in the supply markets. With 


prices in the U.S. up 30 percent on 


the average during the year ended 
Jun> 1947, the purchasing power of 
the dollars in the loan was reduced 


substantially. 


A second and probably more impor- 
tant reason was the Winter fuel crisis 
and raw material shortages. A large 
segment of British industry was 
paralyzed, causing a heavy loss in pro 
duction. While exports have made a 
good recovery from the Winter low, 
the whole program was inevitably re- 
tarded and the trade deficit, which had 
shown marked improvement during 
1946, shot back this year ts levels pre- 
vailing at the end of the war. On a 
volume basis, exports for the second 
quarter of 1947 were still considerably 
remy those for the last quarter of 


A third reason for rapid exhaustion 
of the loan has been heavier than ex- 
pected expenditures in occupied coun- 
tries. It was stated that $50 million 
ef the heavy July withdrawals from 
the U.S. loan was to feed the Ger- 
mans, 


Still a fourth reason may have been 
the inflationary pressures in the Unit- 
ed Kingdom, the effects of which are 
touched upcn in later paragraphs. 


Pound Convertibility Effort 

ture 

But while the deteriorated balance 
in goods and service transactions was 
important, it could not alcne account 
for the spectacular inroads of July 
and August upon Britain’s dollar re- 
scurces. It is now clear that the at- 
tempt to make sterling arising from 
current transactions freely convertible 
was . premature. In granting con- 
vertibility the British Government had 
to assume that other c>untries would 
co-operate in maintaining a convertible 
system by carrying a portion of their 
free funds in London. But evidently 
the pressures have been too great. 


Prema- 


In the first place, other covmtries 
wanting dollars and holding convertible 
sterling were under strong temptation 
to se such sterling not immediately 
needed for purchase of British good: 
to satisfy their dcllar requirements. 
In other words, making the pound con- 
vertible. had the effect of centering 
upon sterling pressures resulting from 
dollar shortages developing in other 
countries. 


The second reason is psychological. 
Holders of sterling have lacked con- 
fidence in the ability cf Britain to 
maintain convertibility, and those who 
could substantiate a claim to transfer- 
able sterling have made haste to get 
out while they could, perhaps even 
ecnverting into dollars, sterling that 
might have to be reacquired within a 
short period. The fact that the new- 
ly-accorded right of convertibility 
applied not only to sterling from cur- 
rent transactions, but also to some 
part: of past accumulations was als» 
an irffluence. 
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Under these circuestances Great Bri- 
tein has taken the logical step to halt 
the drain and prevent the exhaustion 
of dollar resources by clamping down 
on convertibility and suspending tem- 
ae a further drafts on the dollar 
oan, 


This does not mean that she has 
gone all the way back to wartime res- 
trictions. Countries with which “trans- 
ferable account” arrangements had 
been made may continue t> exchange 
current!y earned sterling between them- 


selves. For the time being, however, 
they may not freely convert their 
-terling “oldings into dollars by trans- 


ferring them to the American account 
group which includes the United States, 
the Philippines and certain Latin 
American countries. Sterling in 
American accounts, however, remains 
freely convertible as before. Britain’s 
expenditures in American account 
countries are, cf course, bound to be 
cut down drastically. 


The British Government Programme 


In an endeavour to reduce the deficit 
in the balance of payments, the Bri- 
tish Government has asked the people 
to suppcrt a program of severer aus- 
terity and harder work. The Govern- 
ment has been granted authority to 
revive Many of the wartime controls 
cver employment, capital investment, 
and industrial management. Workers 
seeking jobs will have to find employ- 
ment through the government labour 
exchanges and thus be -directed into 
essential industries. The Government 
will have power to intervene where 
management is avoidably inefficient or 
displays lack of will to serve the 
nation’s best interests. 


Targets for cutput in basie indus- 
tries, such as coal-mining and _ steel, 
have been increased. While the prin- 
ciple of the 5-day week in coal-mining 
will be preserved, mine-workers are to 
be asked to contribute a half-hour 
extra work a day. or its equivalent, 
as an emergency measure for a limit- 
ed period. In agricultvre, the goal is 
a 20 percent increase in home f-od 
output by 1951-52. 


In the critical foreign trade field. 
the target for exports, which had been 
set at 140 percent of 1938 volume by 
the end of 1987, is now recognized as 
unattainable. The aim now is to reach 
150 percent of 1938 volume’ by the end 
of next year. The Government plans 
new restrictions upon imports, notably 
in oil, films, lumber, and miscellane- 
ous consumer goods with concentra- 
tion cf food purchases as far as nos- 


sible in sterling area countries. Meat 
rations, already low, will be pared 
further, restaurant meals evt, and 


drastic restrictions imposed on motcr- 
ing and foreign travel. 


Defence forces abroad are to be re- 
duced, and arrargement: scught to 
eliminate the spending of dollars for 
feeding the population of the British 
zone in Germany. 
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EXCHANGE & FINANCIAL MARKETS 


US$ TRANSACTIONS 


The developing tightness in the local 
money market and considerable over- 
stocking in American merchandise 
caused further declines in the local un- 
official exchange rates for US notes, 
drafts and American account transfers. 
Many holders of US drafts had to give 
up one of their favourite hedges since 
goods are now to be sold only either 
at some sacrifice or by dint of great 
persuasive power just about at cost. 


Local godowns are rather full with 
imported merchandise and goods made 
in the U.S. figure there conspicuously. 
During 9 months of this year commer- 
cial imports from the U.S._ valued 
HK$215 million, and imports in Sept. 
valued HK$23% million. There are 
now well-fcunded reports in the market 
that some HK$40 to 50 million worth 
of mostly U.S. gocds are on their way 
to the Colony coming from Shanghai 
where they could not find admission since 
they were not discharged there under 
Chinese import licence. Some Chinese 
dealers here estimate that local stocks 
of American goods which cannot be sold 
easily aggregate a value of some US$15 
million, a figure which probably includes 
quite a substantial profit margin of 
importers. dealers, shippers. smugglers 
and retailers. 


Last week’s highest and lowest prices 
were resp.: US notes HK$536—524: US 
drafts 538—524; T.T. New York 557— 
537. The local cross rate for drafts 
came to US$3.053 ner “£, while. the 
T.T. cross rate stood at the end of the 
week at about US$2.98. Business in 
New York’s free market moved around 
US$3. 

Flight capitalists from Shanghai and 
civil war ridden North China have 
come to the safety of this Colony bring- 
ing with them also US notes and dis- 
posing of credits in New York. Their 
arrival has also added to the weakness 
of US$ in the local market where de- 
mand for T.T. New York has dwindled. 
The impending pressure of sales of 
export bills of local shippers of China 
produce, mostly tune ang other vegetable 
oils. mav lead, in the absence of com- 
mensurate demand, to a _ further 
weakenine of the rate. The “correc- 
tive” of the New York free market 
(and other free sterline markets esp. 
in the Near East and Tangiers) may 
of course by way of arbitrage come to 


the reseue if the local rate should drop 
to about HK$528 (per US$100 in New 
York) which would correspond to a 
cross rate of US$3.03. 


American dollar drafts issued by 
banks, individuals or firms in the States 
on American banks in the U.S. are now 
displacing almost completely that type 
of US$ draft which was previously fre- 
qvently seen here, viz the one drawn 
on a bank in Hongkong. Since all 
drafts on Hongkong can only be cashed 
iby the recipients at the official rate 
while drafts on banks in the U.S. can 
be sold at the unofficial rate (about 35% 
higher), much correspondence has been 
exchanged between here and the U.S. 
regarding this matter and it appears 
that many banks and firms in America 
are now wise to the intricacies of local 
exchange conditions. 


GOLD TRANSACTIONS 


The arrival of gold from Bangkok in 
Macao was the most exciting affair of 
last week. It appears that considerable 
contracts for gold imports from Siam 
via Macao into China have been conclud- 
ed and negotiations for some 100,000 
ozs. of gold to be flown into Macao are 
underway. The transportation jis in 
the hands of the management of Cathay 
Pacific Airways, a locally registered 
Australian-U.S. owned private company 
in which, it is believed, the firm of 
P. J. Lobo & Co. Ltd. have acquired an 
interest. 


The flying boat. a Catalina, chartered 
by Cathav Pacific from an American 
companv has been previously used for 
the airliftine of sold from Manila to 
Macao. and from Macao to Rangoon and 
other Far Eastern centres. Recently 
flights between Bangkok and Macao for 
the purnose of carrying gold have been 
successfully made. | 


The charge made by Cathay Pacific 
was previously HK$1 per ounce while 
recently the charge has been advanced 
to about HK$4 to 5 per oz., probably 
vnder the impact of persistent demand 
on the part of bankers, merchants and 
other gold importers. An American- 
Philippine air transport company which 
was vreviously requested to .assist in 
gold transportation in this part of the 
Far East with “Macao as the centre for 
transit shipments and Hongkong as the 
banking and financing centre, suspend- 


finds now much attention 


ed after a trial run this business when 
Hongkong Govt. expressed their dis- 
approval of gold imports and exports 
which were not carried out_in accord- 
ance with the requests made by the 
International Monetary Fund. 


The cost price of gold in Bangkok is 
around HK$300 to 310 per tael (37.8 
grams against 31.1 grams per troy oz). 
Imports into Bangkok have been 
previously effected by various countries 
at US$45 to 46 per oz., cif Bangkok. 
As current prices here are around 
HK$330 per tael (last week’s highest 
and lowest prices resp. were HK$341% 
and 322%), in Canton about HK$10 
higher than here and in Shanghai mov- 
ing between an equivalent of HK$340 
to 870 per tael. importation of gold 
frem Macao into China remains a pro- 
fitable enterprise. 


Last week’s gold markets in Canton 
remained rather stable at HK$340 while 
Shanghai moved erratic (highest and 
lowest during last week in HK$ per tael: 
375—340). Per troy ounce, gold quoted 
in Shanghaj from CN$4% million at 
the opening to almost 5% million at 
the close; this appreciation of gold was 
due to the further devaluation of CN$ 
and the inerease of foreign currencies 
quotations. 


The Iccal market transacted on the 
spot market last week a total of 25,595 
taels (or about 31.100 trov ounces) at 
prices as will be found from the table 
of unofficial exchange rates in Hong- 
kong. The cold cross rate was reduced 
to around US$50 to 51 per oz. The 
market was excited about the many 
new developments jn international gold 
markets and exharsted itcelf in the 
interpretation of especially the U.S. 
Treasurv announcement. of Oct. 24 (see 
below) and the nogsibilities -f shinments 
of wold fram Manila, Ranekok and the 
Netherlands Indies. The latter source 
sinre con- 
siderahle quantities are said tn be avajl- 
shle there at nrices much lower than 
Bangkok ecvrrentlv offers. 


Local gold dealers are concerned about 
the large accumulation of ready stocks 
in the market which is now able to 
dispose at short notice nearly 150,000 
taels. The eagerness on the part of 
over~boveht small and medium specula- 
tors to liquidate their holdings in a 
non-too-ecnfident market is one of the 
reasons of the weakness of the rate. 


HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 


CN$ (per one million) 


Gold per Tael Sept. 
Oct. High Low Hich Low 
20 86341 3334 R24 794 
21k 383i 3284 15 734 
22 3314 3294 72 val 
23 ©3344 325 71 674 
24 83314 3263 65 64 
25. Sals $25 653 66 


Forward 
High Low. br. 
536 538 


74 714 70. 73> 531 536 
72 67 70% 725 fA 525 
724 62 694 72 526 528 
613 574 62 64 525 5e1 
68 2 64 66 528 634 


S’hai Canton <$ 
fe Notes Draft T.T. 


(per 100) Pound 
'Vc.$ Guilder Baht Note 
557 103 303 234 jz 
549 104 32 234 32.9, 
539 10% 314 23 13.1 
539 114 33 234 13.2 
540 1 31h 23 13.3 
642 824° 28 13,2. 
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Mexican gold coins (50 peso pieces) 
are a very popular form of investment 
and speculation in the local market. 
Last week’s average price was around 
US$60% against a selling price in 
Mexico, fob Mexican ports, of US$53.80. 
At the official price of gold (US$35 per 
oz.) one 50 peso gold coin values 
US$42.19 (one tael of gold is about 20% 
heavier than one troy oz.). 


Gold from Manila has continued to 
flow into China but auctions there briny: 
now: less than during recent weeks. 
About US$48 to 48% per oz. were paid 
last week by Chinese buyers in Manila. 
Total shipments of gold from Manila 
into China during the last four to five 
weeks are conservatively estimated at 
over 30,000 ozs. 


The pecsition of the Philippine Govi. 
as regards the daily transactiéns in 
imported and domestically mined gold 
was made clear’some time ago when 
official spokesmen explained to the press 
that Manila was not to take any steps 
to hinder private gold sales at prices 
higher than the International Monetary 
Fund’s paritv of US$35 per oz. It is 
the policy of the Govt. in Manila to 
assist in the promotion of the exploita- 
tion of domestic gold mines, and thus 
sales of Philippine gcld are encovraged. 
The ‘Bie Wedge Mine (operated by Atok 
Gold Co.) has disposed of most of its 
cutput either through London (where a 
Chinese syndicate bought during 
summer at US$44 and over) or by sell- 
ing in Manila to Chinese buvers who at 
first offered US45% and lately were 
bidding as high as US$50 per oz. 


UNITED STATES GOLD EXPORTS 
BAN 


U.S. Secretary of the Treasury an- 
nounced on October 24.the adoption of 
an amendment to the gold regulations to 
take effect frm November 24 to prevent 
persons or organizations in the United 
States from dealing in gold at premium 
‘prices. The amended regulations 
restricting exports implement the 
request of the International Monetary 
Fund and cf the U.S, Federal .Reserve 
System that United States citizens, 
banks and business enterprises refrain 
‘from encovraging and facilitating 
traffic in gold at premium prices. 


The terms of the amendment to the 
U.S. gold regulations are:—(1) only 
semi-processed gold may be exported 
for industrial use except in cases. in 
which such gold will be refined or pro- 
cessed and returned to the United 
States—(2) gold refined in the United 
States from imported  gold-bearing 
material may onlv be exported when 
refiners in the States do not participate 
in the sale of the refined gold and 
additionally provided that the country 
of origin legallv allows the exportation 
of the gold bearineo material and the 
country of destination allows the im- 
portation of refined sold—(3) excevt 
for gold held by Federal Reserve Banks 
for specific purposes authorized by law 
no gold in any form can be exvorted 
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from the States without license issued 
by the Reserve Bank or mint—(4) gold 
in any form’ originating in any place 
subject to United States jurisdiction 
may_not be transported from continen- 
tal United States to United States pos- 
sessions wihout export license—(5) the 
export licenses shall satisfy the issuing 
agency and state that the gold to be 
transported is semiprocessed and for the 
specific and customary industrial, pro- 
fessional or artistic use and not for the 
purpose of using beyond the limits of 
continental United States as money or 
in lieu of money. 


Fine gold in bar form which the U.S. 
Treasurv has in the past licensed. for 
export for industrial, professional or 
artistic use has been sold in many 
instances at premium prices. 


Other countries are now expected to 
take measures of a similar nature to 
control the activities of persons and 
organizations within their jurisdictions 
and thereby reduce the traffic in gold 
at premivm prices, 


The U.S. Treasury studies now gold 
transactions in which persons within 
the United States are participating in 
order to prevent any new evasions of 
the amended gold regulations. 


SILVER TRANSACTIONS 


For over two months the local silver 
market remained in a dormant state; 
some backlog business was still conduct- 
ed after the official suspension in June 
of silver imports into India and the ban 
on transit shipments (vide our issue 
of July 2, p. 131) but no hopes were 
entertained here about a favourable 
change in the position of treasure trade 
with India. The U.K. also discontinued, 
by and large. silver purchases in the 
focal market so that only one possible 
customer remained: the New York 
market, 


After many feelers at first proved 
futile eventually several contracts were 
concluded between local sellers and New 
York buyers. Since the end of war 
Hongkong had not made any shipments 
of silver to the U.S. but now, in Septem- 
ber, exports of silver to the U.S. which 
valued $1,445,050 (for an approx. 
quantity of 470,000 troy ounces) were 
recorded. Further exports are under- 
way. 


As a consequence of ready buying of 
local silver (either coming from stock 
held here or imported from Chifta) the 


‘price position has firmed up consider- 


ably. Last week’s quotations were: 
$3.80 per tael, $3.15 to 3.16 per troy 
ounce, about $2.35 for the dollar coin. 
and $1.82 for the 20 cents coins (approx. 
0.7622 oz. of fine silver equal one silver 
dollar coin, or about 6 fine ozs. zo to 
make 8 silver dollar coins). The New 
York price, as quoted by the principal 
firm of Messrs. Handy & Harmon, was 
stable at 71% US cents per fine oz.; 
the London price closed last week at 
43% pence spot, and 43% pence for- 
ward, 


‘frontier. 
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These prices have greatly eneouraged 
the local market which has been much 
depressed during Juné, July and August 
when a low of $2.40 per oz. was record- 
ed. The lowest prices for 1947 were 
registered in the third June week with 
59 % US cents and 38% pence in New 
York and London resp. (The lowest 
New York post-war price was recorded 
on Sept. 21, 1945 with 44% US cents). 


Local silver exporters who previously 
only shipped to sterling area countries 
have agreed to surrender to Exchange 
Control 25% of their US$ export bills 
which are‘ purchased by association 
banks at the official rate of exchange 
while 75% may be freely disposed of 
by the exporters. 


Profits realised by local exporters. 
were approx. 4 US cents per 0z.; cal- 
culated at last week’s prevailing prices 
one oz. of fine silver cost fob Hongkong 
about, US cents 63% (75% at the un- 
official T.T, New York and 25% at the 
official exchanee rate); to this price 
have to be added freight and insurance 
(probably about 3%) charges and the 
costs of meltine and refining of local 
silver in New York. 


The active purchases of silver here 
have stimulated suppliers across the 
Increased silver exports from 
here always tend to influence’ commer- 
cial markets as more cash is then avail- 
able by merchants for the purchase of 
needed consumer goods and raw 
materials. 


Many reports were circulated last 
week about the impendine re-introduc- 
tion of silver as a monetary metal in 
China. However, all such _ reports, 
although stronglv sunported by Mexican 
Govt. cfficials (who already vave out the 
information that Chinese coins would be 
minted in Mexico for their eventual 
cireuJation .in China) were denied by 
the Nanking Govt. 


BANK NOTE MARKETS 


The Indochina piastre market showed 
signs of tightness as considerable quan- 
tities of piastres were smuggled out 
from here and into Haiphong and other 
I.C. ports for the purpose of buying up 
produce and its eventual shipment to 
Hongkong and China. The tightness 
was promoted by the withdrawal from 
official circulation ef a certain issue of 
piastre bank notes (those issued under 
the Japanese regime during the years 
1942-45, commonly referred to as red 
& black notes because of their colour 
distinguishing them from the previous 
issues of the Banque de 1’Indochine). 
The local market discounted these red 
& black notes at first by 25% and later 
by cver 40% against the unofficial ex- 
change price of the older issues of 
Banque de ]’Indochine notes whose rates 
moved last week around HK$11 per 100 
piastres. Total cash transactions last 
week amounted to 9% million piastres; 
the fictitious forward selling exceeded 

this amount many times. 
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As from Oct. 6 the circulation of the 


red & black piastres is prohibited in 


Indochina and holders of such notes 
are required to register same at the 
Banque de l’Indechine head and branch 
offices. The fate of the notes now 
marooned here and in China—most of 
which were carried here and to China 
by the Chinese army after their ter- 
mination of “liberation” of the northern 
part of Indochina—remains to be 
settled; Chinese bankers and merchants 
are the principal holders of these notes 
and they are now anxious to obtain 
permission from the French bank to 
register these notes which. are otherwise 
legally prohibited to enter Indochina. 
The amount of red & black piastres 
circulating and hoarded here is estimat- 
ed at about 200 million. 


FURTHER DEVALUATION OF CNS 


The cpen market rate of China’s 
national currency ag fixed by Foreign 
Exchange Equalisation Fund Committee 
(which is of course governed by the 
decision of Central Bank of China) was 
last week reduced from ©N$56,000 per 
US$1 (selling) to OCN$55,700. The 
black market rate for US$ notes rose 
to CN$90,000, then settled at 88,000; 
AM Ue New York sold around 
CN$92/93,000 i.e. about 65% higher 
than the ‘‘open rate” for T.T. New York. 


All efforts to suppress the black mar- 
ket rates, in spite of Gestapo and 
Buchenwald camp methods, failed. 


Nanking keeps on debauching the 
Chinese currency and expects the loyal 
citizens to close their eyes and forget 
this organised and plann@éd strategy 
which aims at the complete impoverish- 
ment of the masses; the methods em- 
ployed in China’s monetary inflation are 
as crude as they are reckless. The use 
of physical force and intimidation by 
quasi legal and extralegal means will, 
however, achieve nothing in the end. 


The local market was swamped with 
CN$ notes of which there are estimated 
to circulate between 280 to 300 billion. 
As everybody is anxious to get rid of 
this depreciating scrap, the spot market 
was quoting CN$ as low as HK$64 per 
one miilion of Chinese scrip. The for- 
ward bank note market quoted as lowest 
price fcr the week $57%, while Shang- 
hai and Canton remittances quoted 
lowest resp. $62 and 64. 


Within China there continues quite 
some confusion as regards rates. official 
and unofficial, for domestic remittances; 
as well as permitted and _ prohibited 
transfers of money within China under 
Nanking’s jurisdiction. It is at present 
still illegal to remit CN$ from Shang- 
hai to Canton but transfers are never- 
theless conducted although the premium 
on Canton dollars on the Shanghai black 
market is slightly higher than on the 
official market where, however, only 
remittances are put through if a 
“licence” jis obtained. 
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FINANCIAL TRANSACTIONS WITH 
AUSTRALIA 


The method by which any Australian 
export is financed depends largely upon 
the terms of the contract between over~ 
sea buyer and Australian seller. The 
financing may be on open account, but 
this involves the locking up for some 
time of part of the capital of either 
buyer or seller, and thus tends to restrict 
the volume of their business turnover. 


If the buyer is well-known t9 the 
seller, shipments may be financed by the 
seller agreeing to draw bills of exchange 
on the former. These are lodged by 
the seller with his bank. for despatch 
to the bank’s ‘cversea correspondent in 
the buyer’s home town, for collection 
and return of proceeds. Attached to 
the bill are the shipping documents 
(usually: invoices, bill of lading and 
insurance policy or certificate) which 
give title to the goods. Here, again, 
unless he can arrange for his bank to 
discount the bill, the seller must wait 
for proceeds of the sale until these are 


remitted back to his bank frcm its 
correspondent. 

Under present conditions, where 
exchange controls and other g¢-°vern- 


mental restrictions exist in most coun- 
tries, the seller, although in no deubt 
as to the buyer’s integrity and ability 
to meet engagement:, may ask the buyer 
to finance the shipment by establishing 
a banker’s irrevocable letter of credit. 
Indeed, the greater part of international 
trade is now financed by this means. 
The procedure is for the buyer to 
request his own bankers to establish the 
credit, which is advised to the benefi- 
ciary by either mail cr cable, through 
the banker’s correspondent in Australia. 
The buyér also obtains protection in 
that he stipulates the shipping docu- 
ments which are to be presented by the 
seller when seeking payment wnder the 
credit. The credit may also define the 
quantity and price of the goods required. 
The seller obtains payment from the 
Australian bank immediately on pro- 
duction icf documents evidencing ship- 
ment of the goods in terms of the credit. 


It has always been usual for oversea 
purchasers to establish letters of credit 
on these lines to assist in financing 
export of wool and other primary pro- 
ducts from Australia. As the oversea 
purchaser operates frequently in the 
Australian market through agents 
selected for their technical skill and 
general responsibility, rather than for 
their financial resources, this method 
assists the agent in Australia to obtain 
finance from the Australian bank with- 
cut involving settlement bv the importer 
until the purchase is available to him 
or as may be arranged with his bank. 


Under Australian exchange control 
regulations, foreign exchange of an 
appropriate kind, acecsrding to the 
destination of the shipment, must be 
received by the Australian banking sys- 
tem for the full value of exports from 
Australia. The regulations recognize 
means of payment which have in fact 
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been usual for manv years. Briefly, 
payment for exports from Australia 
must be received through an Australian 
bank in one of the following ways:— 


(1) In local currency of importing 
country in the case of ship- 
ments to U.S.A., Canada, India, 
Ceylon, Malaya, Hongkong, 
South Africa. France, Belgium, 
Switzerland, Holland, _Den- 
mark, Norway, Sweden, Philip- 
pine Islands, etc. 

‘sr (2) In English sterling received 
through approved channels in 
the United Kingdom, e.g. in the 
case of an export to U.S.A. 


from an “American Account” 
with a bank in the United 
Kingdom. 


or (8) In U.S.A. dollars where the 
destination of shipments is the 
Philippine Islands, . Mexico, 
Colombia, Venezuela, Panama, 
or other Central American 
Territories, 


or (4) In Amstralian currency from 
funds of a bank in the import- 
ing country with an Australian 
bank, 

RATES 


AUSTRALIAN OF 


EXCHANGE 
AUSTRALIA—LONDON (Australian £ per 
£100): 
4 hii be O.D.. 


Uuying 125- 0-9 124 12-9 
(124-16-9 by airmail) 


Selling 125-10-0 125-10-0 
NEw ZEALAND—LONDON (N.Z. £ per 
£100): 
TT. O.D. 


Buying 124-7-6 123-15-3 
(124- 0-6 by airmail) 
Selling 125-0-0 125- 0-0 


AUSTRALIA T.T, SELLING RATES ON:-~ 


U.S.A. 
US$ to £A1 3.2002 

Canada 

Can. $ to £Al 2.1992 
South Africa 

£4 to £SA100 125-12-6 
Belgium 

Franes to £Al1 139.68 
Denmark 

Kroner to £Al1 15.29 
France (Metropolitan) 

Franes to +£Al 379.98. 
Holland 

Florins to £Al 8.465 
Manila 

Pesos to £Al 6.43 
Norway 

Kroner to £4. 15.82 
Sweden 

Kronor to £A1 11.465 
Switzerland 

Frances to £al 13.766 
Hongkong 

Pence to HK$1 18.31/32 
India and Ceylon 

Pence to Rupee 1 22.49/64 
Singapore 

Pence to SS #1 35.37/64 
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HONGKONG OFFICIAL EXCHANGE RATES PENS ne OE ane 
AGREED MERCHANT RATES CORPORATION 
MAXIMUM SELLING MINIMUM BUYING > 
STERLING. 1/2 15/16 delivery within 1/3 1/32 T.T. EA Ss rag a SE hal Re 
2 months with 1/3 1/16 O/D. ED age ieee 
a cut of 1/32 1/3 3/32 30d/s. -T, Singapore 52%. 
for every fur. 1/3 1/8 60-90d/s. Ae Enths sO ET Dore, 
ther 3 months 1/3 5/32 120d/s. T.T. United States 24.7/8. 
forward. T.T, Manila 50-1/16, 
—Do— 1/3 1/8 O/D if under L/Credit. T.T. Canada 24.778. 
(East & South 1/3 3/16 O/D with L/Credit, aes Bangkok 243. 
Africa) 1/32nd up every 30d/s. eee sae 
—Do— 1/3 5/16 O/D if under L/Credit, T.T. reece . dy 
(West Africa & 1/3 3/8 O/D with L/Credit. T.T. Australia 1/6-3/8. 
West Indies) 1/32nd up every 30d/s. Buying rates will be quoted on ap- 
RUPEES (India) 82 % S20 eer plication. ; 
84 O/D. U.S. cross rate in London 40234— 
84 % 7 & 30d/s. 403%. 
84 % 60d/s. 
84 % 80d/s, 
—Do— (Rangoon) 82 % All buying rates 
3/16th higher than India. 
—Do— (Aden) 82 % 84 O/D if under L/Credit. 
84 % O/D without L/Credit. 
84 %  30°& 60 d/s. 
STRAITS $ 53 58 & ANI ahiee ACY EB), 
34% = 80 ~& 60d/s, 
US$ 24 15/16 delivery within 25 yy Alas 8 
ANADA 2 months with 5/16 O/D—30d/s. 


25 
a cut of 1/16 25 3/8  60—90d/s. 
for every fur- 
ther 3 months 


forward. 
25 (Banks to pay Insur- 
ancé and Postage). 
AUSTRALIA, 1/6 % 1/6 % ye 
1/6 15/16 O/D. 
NEW ZEALAND. 1/6 7/16 L/6 13/16 "70.02 


1/6 7/8 O/D. 
SSSR Ra a TE S| SR OTR EAS 9 PR RETESET 


HONGKONG IMPORT AND EXPORT LICENCES 


IMPORT LICENCES 

In cases where special import licences are required, applications 
should be submitted in triplicate to the Imports and Exports Depart- 
ment, General Office, 2nd floor. Fire Brigade Building. A receipt 
will be given for each application which should be presented when the 
licence is collected. Two copies of the licence will be returned to the 
applicant. One copy must be surrendered to the shipping company 
when delivery of the goods is taken. Shipping companies are not 
permitted to give delivery orders until such special licences have been 
produced. 

The second copy must be returned to the Imports and Exports 
Department attached to the import declaration, which all importers 
must make on form “I” in respect of any consignment which is 
imported into the Colony. 

Where only a portion of the goods covered: by an import licence 
is shipped, nevertheless the licence should be surrendered as stated 
above and a new licence applied for in respect of the balance. This 
will be granted as a matter of form. 

Import licences for which official exchange is required showid 
be accompanied by form A.E.I. and submitted in the first instance 
to the Exchange Controller, Colonial Secretariat, and collected on 
completion at the Import and Export Department. 


CONTROLLED EXPORTS 

Export licences covering controlled exports should .be submitted 
in triplicate on form 24 (green) to the Imports and Exports Depart- 
ment. One copy only will be returned which should be shown to the 
shipper, (prior to the issuance ot a shipping order), and it must 
then be deposited with the bank through which payment is to he 
received. It is not necessary to file an export declaration with the 
Imports and Exports Department in respect of any commodity shipped 
under a controlled export licence. The licence itself serves as such 
a declaration. 


PROHIBITED EXPORTS ; 

Licences for exports of commodities on the prohibited export list 
should be submitted on torm 2 to the Department of Supplies, Trace 
and Industry. One copy will be returned to the applicant and should 
accompany the goods to the ship. In this case it is not necessary for 
the exporter to file an export deciaration in respect of the goods so 
shipped, since the licence serves as such a declaration 
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FAR EASTERN ECONOMIC REVIEW 


October 29 


HONGKONG STOCK & SHARE MARKET 


Trading at the local Exchange has 
been extremely dull during many weeks 
past, and it appears that this mono- 
tonous position is bound to last for 
quite some time. A revival of transac-» 
ticns and more active buying of local 
stocks depends largely on the influx 
of considerably more capital and more 
favourable yields. A number of rubber 
plantation shares and British shares 
formerly quoted at the Shanghai Stock 
Exchange (and currently in an outside 
market in Shanghai) will have to be 
quoted here so as to enlarge the scope 
of possible investment and speculation. 
The rather few shares of local com- 
panies which are. currently traded— 
there are at present only some 7 to 8 
really active shares—do not permit of 
much additional business to be done in 
them. 


A tight money position has’ slowly 
developed recently and the stock market 
has come to fee] it. Previously many 
local commercial houses invested on 
shert term some of their cash in local 
public shares, but since practically all 
merchants are overstocked and a large 
number of them contracted consider- 
able overdrafts, their share holdings 
have been largely liquidated. The rate 
of interest on private loans has, also 
on accovnt of the tightness of money, 
appreciated somewhat, a fact which 
makes potential investcrs rather wary 
about sinking their free funds into 
stock investment which on the average 
only yields 8% to 4%, while private 
loans may bring easily 12% and over. 


If nczt for the fact that a large 
number of local share-brokers are at 
the same time jobbers—in a number 
of cases share-brokers are considerable 
shareholders and even directors cf 


public companies—the daily turnover 
on the market would be even much 
less than it is at the moment. Some 


4 to 8 lakhs werth of shares are traded 
per average day and since there are 
only 5 trading days per week the total 
turnover on the share market fluctuates 
oniy between three and three and a 
half million dollars per week. Con- 
sidevine the reduced scale cf brokerage 
fees which came into force on October 
16th, share-brokers generally are not 
satisfied with the present condition. 
and to remedy it and expand business 
the extensicn of hours of trading and 
a new arrangement for conducting 
busines, at the Exchange js now under 
consideration 


However, the fundamental causes for 
the siackness of business cannot well 
be remcved simply by extending busi- 
ness hours: attractive propositions for 
investment and speculation. vrobably 
also includine fcrwar4 selling. will have 
to be considered if business is to de 
stepped up. Furthermore, not ineon- 
siderable business in shares is done bv 


outside brckers, agents who are not 
registered end wsually engaged in 
various commercial activities, as well] 


as by princip’is who transfer shares 


from one name to the other without 
availing themselves of the services of 
the Exchange. 


Total turnover at, the Stock Exchange 
for the week Oct. 20/25 valued 
$3,248,171. The number of shares sold 
per every individeal company will be 
found from the table below. 


Shares of 27 companies were sold 
during last week; largest transactions 
were recorded in Hotels, Trams, China 
Lights, Telephones, Cements, Ropes, 
Dairy, Farms, Shanghai Lands. 

Few transactions took place in H.K. 
Govt, loans which remain at $107 for 
the 4%, and 101 for 8%% loans. 


in the following shipping 
are totally neglected: 
Douglas, H.K. & Macao Steamboats, 
Indo-China and Shells (Bearer). The 
Mining sector is also completely 
neglected with the following 3 shares 
listed by the Exchange: Kailan Mining, 
Raub Mines, H.K..Mines. There were 
no Sales in H.K. Realties (in liquida- 
tion or to be acquired by Wheelock- 
Marden Co.) and Chinese Estates. 


Shares 
companies 


Among Utilities there is rarely busi- 
ness recorded in Macao Electrics and 
Sandakan Lights. Among Industrials 
the shares of Caldbeck, Macgregor 
(ord. and pref.) have been dormant 
for a very long time but recently some 
interest was evinced; Canton Ices. in 
liquidation, are practically not traded. 
Among Stores very little business is 
usually done in the Chinese department 
stores (Wing On, Sun Co., Kwong Sang 
Hong, China Emporium, Sincere). 


The Miscellaneous sector includes 
shares of companies which require 
some investigation: there are listed 
shares of a New: Asiatic Chemical 


(H.K.) Co. in which no business so far 
has been done. Business in Nanyang 
Bros. Tobacco shares has also not been 
reported; what a Chinese Govt. 5% 
loan of 1925 has to do among the 
“miscellaneous” shares is quite mysteri- 
ous apart from the fact, that never, 
since the new Stock Exchange came 
into existence, any price for this loan 
was locally recorded. Marsman shares 
are also included in the daily list for 
aesthetic purposes, we suppose. 


HONGKONG STOCK EXCHANGE 


TRANSACTIONS 
Oct. 20-25: 
Rates for the Week Rates 
Total Sales 
Name of Steck Highest . Lowest (Shares) On Oct. 27 
Hie’ Banke ATS BERD 2,030 82 2,030 
Bank of East Asia = => — 116 
Union Insurance .. 785 785 26 785 
Canton Insurance — —_ — 400 
H.K. Fire Insurance . 300 300 200 295 
China Underwriters 82 1% 5,000 7 
Wharves east ohsamessr — —_ — 245. 
DOCKS, eee ame 4014 38% 2,160 39% 
Shanghaj Docks .. .. 14 14 500 14% 
PYOVIGCNUS © yo vee, ates 25% 244, 2,500 24% 
Waterbcats .. —- 481 47 2,174 47 
PGGe les ke pate dea ee 27 26 16,600 26 
H.K. Lands : iat 85% 82% 976 84% 
Humphreys Nase 30 28% 2,625 31 
Shanghai Land 6.85 5% 24,500 1% 
Grams; tase 26% 25% 5,500 26 
Peak Trams . ae tye 18% 18% 500 18% 
tar Ferries ene — — — 186 
aumati Ferries AS 24 24 300 24 
Lights - (Old) 21% 20% 11,100 21% 
rs (New) 17 16% 607 17 
Electrics ia ate 55 52 800 51% 
a (Rights) 42% 41 3,561 41 
Telephones (Old) ns 41% 70 6,600 41% 
(New) .. 37 36 2,500 36% 
Cements (Old) .. .. au 56%4 5,500 37 
veya: (CNewin aie: — | — — 36 
Ropes Me, ae 25% 23% 10,900 23% 
Dairy Farm .. 100 97 1,977 97 
Watsons aphids 78 78 100 78% 
ane Crawford .. .. — oe mee 64 
Powells. 2.0 5. ‘na ee — pe xs 14% 
Vibro Piling .. .. ; ~_ es. “8 6% 
Constructions pict cos 6 5 2.000 6% 
WingiOn vcpashixns yawsee 260 160 40 170 
China Entertainment .. 87.35 87.35 100 36 
Sun Co. .. De esa 5.35 5% 1,325 5Y% 
Ewo a ate a hae 12 12 700 11% 
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The sector Cottons of the official Ex- 
change list shows regularly the name 
of Wing On Textile shares but no 
prices are quoted; the outside market 
here is, however, doing some although 
small business in this favourite and 
standard (or “pilot”) share of the 
Shanghaj market. 


Last Week’s Business 


At the resumption of trading for the 
week, Oct. 20 to Oct, 24, business was 
reported at around the previous week’s 
closing prices. On offerings increasing 
buyers showed a tendency to lag. 
Thereafter sessions became somewhat 
monotonous. 


Generally prices receded in lighter 
volume. However, Waterboats and 
-Shanghaji Lands continued in strong 
demand, and moved to higher levels 
against the general trend. 


Several issues were revorted to be 
showing resistance at the closing prices. 
while offerings showed some signs of 
thinning. 


_. Observers believe the reactionary 
movement is purely an intermediate 
phase, and that should the present re- 
sistance be maintained a reversal of 
trend may be expected. However, the 
oncoming week will provide the test. 


The Felix Ellis price index of twelve 
representative active local stocks show- 
ed a net loss of 1.70 points for the 
five trading days compared to the pre- 
vious week’s close. Day by day his 


averages were: Oct. 20, 153.69; Oct. 
211538112; ‘Oct. 22. 152.95; Oct. 23, 
152.55; Oct. 24, 152.24. The low for 


the year was 123.88 while the high 
was 155.82 on May 3. 


BANKS: Business was reported in 
H.K. BANKS at 2050, 2070. 2050 & 
2030. Bids were made for EAST 
ASIAS between 115 and 116 but sell- 
ers showed no inclination to reduce 
their price of 120. 


INSURANCES: UNIONS were trad- 
ed in at 785: H.K. FIRES at 300; 
and. UNDERWRITERS from 8% down 
to 7%. 


SHIPPING: WATERBOATS  con- 
tinued its rise, gaining 2 points to 
48% for the old shares with business 
between 47 and 48% 


DOCKS, GODOWNS: DOCKS had 
transactions from 40% down to 88%, 
closing with buyers at 3834. Sales of 
PROVIDENTS occurred from 25% to 
24 and finally at 24%. 


HOTELS & BUILDINGS: After 
coming to business at 27 HOT'ELS re- 
ceded to 25.85 but closed at 26. 
LANDS. old were traded in between 
8544 and 84 while the new had sales 
at 83 and 82%. S’HAI LANDS were 
again active between 6 and 7 with a 
closing sale at 6.80. Sales of Hum- 
phreys were at 30.29, and 2834 at 
which price there were buyers. 


_FAR EASTERN ECONOMIC REVIEW 


UTILITIES: Interest appeared to 
revive in this section with business re- 
ported in all local issues TRAMS 
were _traded in at 26%, 26 and 2534. 
STAR FERRYS improved to 136 and 
YAUMATI FERRYS to 24. LIGHT'S 
old receded to 20% but recovered 
sharply to 21%. ELECTRICS were 
transacted in between 55 and 53 with 
a good turnover in the RIGHTS down 
to $41. TELEPHONES old were sold 
down to 40 but improved to 41%. 


INDUSTRIALS: CALDBECKS were 
in demand at 17 for the Ordinary and 
6 for the preference shares without 
attracting sellers. After some sales at 
37% and 37 CEMENT'S were dormant. 
ROPES showed good activity with 
sales up to 25% but lost 2 points from 
the high tg close at 23%. Sales of 
DAIRY FARMS took place from 100 
to 97, while WATSONS had only one 
sale at 78. 


STORES: Business was reported in 
SUN CO. at 5%, SINCERES at 9.10 
and CHINA EMPORIUM at 12.20. 


MISCELLANEOUS:. ENTERTAIN- 
MENTS had a sale at 87.35, and 
CONSTRUCTIONS old at 6. 


New Sharebroker 


A new application: for acquisition of 
a seat On the Stock Exchange has been 
received by the Committee of the Ex- 
change from Mr. T. A. Pearce who 
is with J. D. Hutchison & Co., Lid., 
one of the oldest tradina houses of 
Hcngkone in which Mr. G. E. Marden 
in 1946 bought an interest. 


New Government Loan 


It is expected that a Loan Ordinance 
will be introduced by the Hon. Finan- 
cial Secretary within the next few 
weeks. New legislation is in the pro- 
cess of being drafted. It was previous- 
ly believed here that the new loan 
will amount to about $100 million at 
a rate of interest of 3% p.a. 


Sticking List of H.K. Stock xchange 


As from last week the following 
sticking list is in force (minimum lots 
of shares to be traded): 


10 shares each: H.K. Banks, Unicn 
Insurance; 20 shares each: Canton In- 
surances, H.K. Fires, Kwong Sang 
Hong, Wing On. 


50 shares each: Douglas, Bank of 
East Asia, Wharves; 100 shares each: 
Dairy Farms, Star Ferries, Yaumati 
Ferries, Lands, Peak Trams, Water- 
boats; 200 shares each: Canton Ices, 
Docks. Electrics, China Entertainment, 
Lane Crawfords, Macao Electrics, 
Steamboats, Telephones, Watsons. 


500 shares each: Cements. Construc- 
tions, Emporiums, Ewos, Hotels, Hum- 


phreys, Lights, Powells, Providents, 
Raubs, Realties, Ropes, Sandakan, 
Sinceres, Sun Co. ‘._ “s, Under- 


writers, Vibro. 
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REPORT ON THE 
SITUATION IN BURMA 


The elections in Burma took place 
in April i347 almost without incident, 
though boycotted by various sections. 
The Ant:-Fascist People’s Freedom 
League had a sweeping majority 
with over 170 out of 182 non-com- 
munal seats; the Communist Party 
secured only 7. Towards the end of 
May the Anti-Fascist People’s Free- 
dom League held a Convention, and 
to this the late U Aung San (then 
chief Minister in the Governor’s 
Executive Council) presented the 
draft of a new Constitution for 
Burma. The Convention adopted 
the draft and resolved to proclaim 
Burma as an independent sovereign 
republic. 


Meanwhile in pursuance of the 
Panglong Agreement which had be2n 
reached between representatives of 
the Frontier Areas and of the Execu- 
tive Council in February 1947, a 
Shan Saohpalong (Chief) was ap- 
pointed as Counsellor for the Fron- 
tier Areas and member of the Execu- 
tive Council, with a Kachin and a 
Chin as Deputy Counsellors. The. 
Frontier Areas Enquiry Committee 
under Colonel Rees-Williams, M.P 
reported in April on the best method 
of associating the Frontier peoples 
with the working out of the new 
Constitution for Burma, In accord- 
ance with its recommendation 45 
members were nominated to repre- 
sent Frontier peoples in the Consti- 
tuent Assembly. 


The Constituent Assembly com- 
prising the 210 elected and the 45 
(Frontier Areas) nominated repre- 
sentatives held its first session in 
June and discussed the draft Con- 
stitution which had been approved 
by the Anti-Fascist People’s Freedom 
League Convention in May. The As- 
sembly adjourned after adopting 
rules of procedure and elecing sub- 
committees to work on the draft. 


Burmese Mission in London 


Questions regarding the transfer 
of power began to loom important 
and in June a Goodwill Mission 
headed by Thakin Nu, President of the 
Constituent Assembly and Vice Pre- 
sident of the Anti-Fascist People’s 
Freedom League, visited Engiand ana 
had discussions with His Illajesty’s 
Government. These turned princi- 
pally on the arrangements for the 
transfer of power and the future re- 
lations of Burma with His Majesty’s 
Government. The discussions ended 
on July 2nd and on July 24th the 
Frime Minister in the House of Com- 
mons stated that it had been agreed 
to exchange missions to examihe 
matters such as defence, finance and 
commercial relations; that an as- 
surance had been given that His 
Majesty’s Government intended to 
intreduce legislation in the next ses- 
sion of Parliament to give effect to 
the transfer of power; that shouid 
the final decision of the Assembly 
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‘be that Burma should be an inde- 
pendent state. the object of both 
countries would be to maintain the 
most cordial relations; and that the 
present interim Government should 
become the provisional Government 
of Burma until the completion of the 
transfer of power: the senior mem- 
ber of the Cabinet to be designated 
as Prime Minister and the other 
members as Ministers. 


New Constitution of Burma 


These terms were approved by U 
Aung San and the Executive Coun- 
cil on 18th July. On 19th July U 
Aung San and six members of the 
Executive Council were assassinated 
while the Council was in session. 
On 20th July a new Executive Coun- 
cil was formed with Thakin Nu as 
Deputy Chairman and Prime Minis- 
ter. The Constituent Assembly be- 
gan its second session on 29th July 
and elected the Saohpalong (Chief) 
of Yawnghwe as President in place 
of Thakin Nu. The Assembly ended 
its second session on August 17th 
and left the draft Constitution of 
the Unicon of Burma in the hands of 
a drafting committee for considera- 
tion until the final session in Septem- 
ber. Full agreement was reached on 
the Frontier Areas arrangements for 
Shans, Kachins, and Chins, but not 
for the Karens. The final session of 
the Constituent Assembly for con- 
sideration Of the craft constitution 
began on September 15th and passed 
unanimously the “Draft Constitution 
of the Union of Burma,” on Septem- 
ber 24th. On September 25th the 
(Shan) Saohpalong of Yawnghwe 
‘was elected by the Assembly as pro- 
visional President, and Thakin Nu as 
provisional Prime Minister of the 
Union of Burma. Thakin Nu _ was 
also declared elected as plenipoten- 
tiary to sign the Treaty on behalf of 
the Union Government and Consti- 
tuent Assembly of Burma. 


Transfer of Power 


Lord Listowel, Secretary of State 
for Burma, arrived on September ist 
in Rangoon on a goodwill visit, and 
discussed with the Government of 
Burma various arrangements con- 
nected with the transfer of power. 
Lord Listowel gave the assurance 
that the Bill dealing with the trans- 
fer of power would be hastened 
through both Houses of Parliament 


to become law before the end of 
1947. 
His Majesty's Government have 


appointed Mr R. J. Bowker to be 
High Commissioner for the United 
Kingdom in Burma, and he is ex- 
pected to take up his duties in Rah- 
gaan in November. The Burma 
Government have appointed Sir 
Maung Gyee to be High Commis- 
sioner for Burma in the United 
Kingdom. The Burma Government 
has also selected U So Nyun to be 
their Ambassador to the United 
States, and are appointing an Am- 
eee to China and a Minister to 
Siam. 
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THE FOREIGN TRADE OF INDOCHINA 


During the first eight months of 
1947 Indochina’s trade totalled ILC. 
$524 million for imports (125,000 tons 
by weight) and I.C.$255 million for 
exports (127,500 tons by weight). 
The adverse eight months balance cf 
trade amounts to 269 million. 


In our issue of Sept. 10, pp. 368/70, 
Indochina’s trade for the first half 
year of 1947 was reviewed. Trade 
figures include only 3 of the 5 con- 
stituent parts of Indochina, viz. 
Laos, Cambodia and Cochinchina. 


The value of Indochina’s piastre or 
dollar is: I.C.$28.40 per £; I.C.$7.05 
per US$; I.C.$1.79 per HK$; I.C.$0.72 
per Siamese Tical or baht; I.C.$2.68 
per Netherlands East Indies guilder. 


Indochina’s trade in August de- 
veloped better than in July but lag- 
ged behind June as regards imports 
and behind May as regards exports. 
Principal importing countries during 
August were: France supplying 62% 
of total imports of Indochina; the 
U.S. with 24%; Australia with 42%; 
Hongkong and French Empire coun- 
tries (mostly Reunion and French 


Africa). 


Principal countries who purchased 
from Indochina produce’ during 
August were: France buying 47%. of 
total Indochina exports; Singapore 
followed with 20%, and Hongkong 
with 13%. 


a ne UEEEEITEEEEEEEEEEEEEES EERE 


Treaty Between Britain and Burma 


A Treaty is now being negotiated 
between the United Kingdom Gov- 
ernment and the Government of 
Burma covering a wide range of sub- 


jects including defence, finance. 
nationality, commercial relations 
and contractual obligations. A Bur- 


mese finance mission headed by U 
Tin Tut reached London on Septem- 
ber 28th to discuss with His Majesty’s 
Government the financial and cer- 
tain other provisions. It is hoped 
that the Treaty will be signed before 
the introduction of Legislation in 
Parliament. 


During August a Defence Mission 
headed by Mr John Freeman, M_P., 
Parliamentary Under Secretary of 
State for War, discusfed with a Bur- 
mese Defence Mission in Rangoon 
the whole field of defence in relation 
to the coming transfer of power. An 
agreement which: will form part of 
the Treaty was signed on August 
30th but the terms have not yet been 
disclosed. 


After the July assassinations many 
arrests were made, including the 
Ex-Premier U Saw. A special Tri- 
bunal of three judges has been set 
up to try U Saw and several others: 
the trial began on October 8th. 


independent 


Establishment of an 
the 


Burma—"The Republic of 
Union of Burma” 


By a bill and a treaty presented to 
the British Parliament on October 27, 
the Gcvernment of the United King- 
dom transfers power to the new in- 
dependent State of Burma, the Re- 
public of the Union of Burma, with 
effect as from January 6, 1948. 


The Burma Independence Bill follows 
within three months of the India In- 
dependence Bill and within two months 
of the transfer of power to India. 
But while India and Pakistan assum- 
ed Dominion ‘status, Burma will go 
down to history as the first nation to 
leave the British Commonwealth. 


Britain provides for the indepen- 
dence of Burma as a country not 
within His Majesty’s Dominions and 
not entitled to His Majesty’s protec- 
tion, but the treaty of the future de- 
fence and other mutual arrangements 
between the two countries partly make 
up for Burma’s leaving the Empire. 
In the treaty is included the provision 
by Britain of a naval, military and 
air force mission that will supply in- 
structional and other staff for service 
with the Burma forces and training 
facilities in British establishments for 
Burmese personnel. Britain will also 
transfer military equipment and naval 
craft to Burma and for three years 
will contribute a sum not exceeding 
£40,000 to the maintenance of Burm- 
ese aircraft landing grounds. 


Under the treaty Britain agreed to 
make no claim on Burma for the cost 
of the civil administration before the 
restoration to civil government and to 
cancel the repayment of £15,000,000 
lent to Burma. 


The remainder of the money lent by 
Britain to Burma will be repayable 
without interest over 20 yearly instal- 
ments beginning not later than April 
1, 1952. 

Other provisions of the treaty are:— 

1. The Provisional Government of 
Burma agreed to pay British subjects 
domiciled when the treaty takes effect 
jn any country other than India and 
Pakistan all pensions and salaries due 
to them from the revenues of Burma. 

2. The Burmese Government will 
pay over in full the proceeds of the 
sale of British surplus ‘stores. 

3. The two Governments will con- 
clude at the earliest possible date com- 
mercial and navigation treaty. 


Burma agreed that anv British forces 
bringing help and support to Burma 
by agreement with the Government 
should be given the facility of access 
into Burma by air, land and sea. 


The defence acreement will remain 
in operation for three years from the 
transfer of power and afterwards be 
sublet to 12 months’ notice on either 
side, 
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The leading Customs recorded ex- 
port and import articles of Indo- 
china will be found on the accom- 
panying table which gives’ the 
monthly average import and export 
totals (value and quantity) for the 
pre-war year of 1938, for August 1946 
and for the months May through 
August 1947. 


INDOCHINA SHIPPING 


Shipping of Saigon is steadily ex- 
panding during this year. For the 
first 8 months cf 1947 total tonnage 
of shipping entered was 807,000 (273 
ships) and shipping departed was 
820,000 (279 ships). Total commer- 
cial cargo discharged in Saigon was 
for Jan./Aug. 393,500 tons, and cargo 
loaded amounted to 242,200 tons. 


Against the prewar years, shipping 
figures in 1947 are only about 35% 
(abcut 300,000 tons of shipping arriv- 
ed on the average in pre-war months). 


INDOCHINA’S 


IMPORTS 


Tctal Tonnage 

Total Value ... aan 

Principal countries: — 
France os 
a, Empire 
U.S: 


India : 
Hongkong 
INGE: Le xs 
France __... are 
French Empire ¢ 
Us S. A; 

India eee 
Hongkong 

Nis. Ee Tai des 


EXPORTS 


Total Tonnage 

Total Value ... .. as 

Principal Countries: — 
France a ; 
erence Empire 
De) 8: 

Rongkene” 

Singapore 

China 

France uae 

era Empire 

U. S. 

Hongkerie® Cee ee ee ess 

Singapore Pe SC tO lett ART 

China a Sos 
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Total tonnage of shipping which enter- 
ed and cleared Saigon for the month 
of June 1947 was 193,000, for July 
181,000, for Amgust 203,600. Arrivals 
of ships per month averaged 35, 


Next in importance to Saigon are 
the ports of Campha and Haiphong. 
Haiphong has only since a few months 
been used by shipping as during 
earlier months of this year the Viet- 
minh gueriHas were endangering ship- 
ping in the northern part of Indochina. 


Haiphong is now recording some 
50,000 tons of ships entering and de- 
parting during one month. With re- 
turn ¢f More normal trading conditicn: 
Haiphong will witness more shipping 
business. On the average only four 
to five ships are now calling cn Hai- 
phong per week. The port of Campha 
registered about the same tcnnage of 
ships arriving and departing as Hai- 
phong; in August 24,500 tons of ship- 
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ping arrived there (8 ships) and the 
same figure was recorded for depar- 
tures. Pre-war average figures per 
month were: for Haiphong 200,000 
tons arrivals; for Campha 86,000 tons 
arrivals, 


INDOCHINA AVIATION 


All air transport lines in Indochina 
are operated by the Compagnie Air 
France who also maintain scheduled 
and nonschedviled services at and from 
Hongkong. During September Air 
France services in and from Indochina 
have further expanded. There are 
now scheduled air services between 
Saigon and the cities cf Dalat, 
Nhatrane, Pnom-Penh, fourane, Hai- 
phone and Hanoi; the  foliowing 
scheduled routes connect Indochina by 
Air France with abroad: to Paris via 
India; to Hongkong via Tourane; to 
Bangkok via Pnom-Penh; and _ to 
Shanghai direct or via Hongkong. 


IMPORTS & EXPORTS 
—for The First Eight Months of 1947— 
1938 1945 — 1947 — 
Units Monthly Jan. To 
Average August May June July Augu. August 
1,000 T. 26.6 9.6 9.1 25.4 15.0 15.4 125.9 
one million 10 22.0 50.0 90.0 (ous) 89.1 524 
1,000 T. 5.4 1.0 1.0 Gyn 6.3 5.3 39.5 
- 1.4 0.1 0.2 B10) 0.1 0.5 7.8 
1.4 6.6 1.8 1.9 1.9 2.4 18.9 
0.9 1.0 4.8 0.4 — 7.4 
, 2.5 05 0.4 06 0.8 0.5 5.4 
‘i 5.2 — 3.0 5.4 4.2 2.6 27.0 
1,000 $ 5,374 7,455 30,280 48.379 57,293 54,895 533,695 
; 438 207 780 6,028 715 1,593 15,447 
: 335. 7,319 6,652 8,475 4,718 21,367 77,639 
. 291 1,758 — 13,439 1,038 3 18,891 
3 651 3,651 917 1,424 1,205 2,052 11,193 
: 478 — 886 1,578 1,185 864 8,160 
1,000 T. 136.1 25.0 De 6.1 9.8 10.5 127.5 
one million 19 55 28 Lo 25 i9 255 
1,000 T. 79.8 11.5 4.6 2.9 ao 2.8 30.3 
D 10.6 1.0 1.9 — 0.1 — 17.4 
re 2.0 — Ss 02 1.2 0.5 10.9 
Fe 14.3 ey 0.2 0.2 1.0 1.0 11.8 
5 6.1 4.0 2 2.8 V3 5.0 28.4 
5 2.0 3.8 0.3 — 185, -~ 6.9 
1,000 $ 9,073 42,309 12,820 9,814 15,023 8,872 109,668 
kA 1,139 8 2,288 BPP 71 18,880 
4 2,017 — 4,354 478 2,100 957 35,219 
: 1,502 2,229 2,005 941 2,555 2,477 16,655 
1,877 4,648 4,781 3,085 1353 4,757 40,305 
: 171 3,701 184 1,873 ila 4,724 
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1938 1946 
IMPORTS Units Monthly 
Avcrage August May June 
Milk Products Ton 371 62 17 330 
Wheat Flour a 1,585 * = = — 
Potatoes Sy el ae IO eae sy 185 18 261 429 
Sugar LAMAR Fateh PRL mM i 69 1 — 3,025 
Tobacco ... i 303 — 44 332 
Vogetables Ff 1,182 222 171 382 
Wines ‘ 382 142 12 358 
Liquor = . 23 61 178 148 
Petrol etc. i 7,157 5,031 3,641 7,017 
Metals xen ae Sie 5 1,652 130 523 229 
Yarn Ue eat Me ni vA 104 3 31 245 
Jute Bags Ae a a 1,530 1,022 _— 4,501 
Cotton piece goods ; 520 107 528 656 
Paper, paperware i" 515 194 374 442 
Machines & tools 242 19 224 285 
Metal goods 613 82 508 833 
Motor cars... Number 140 — 125 129 
Milk Products 1,000 $ 268 341 171 1,396 
Wheat Flour A 262 = as — 
Potatoes a 16 57 241 446 
Sugar - 13 20 _ 4,452 
Tobacco ... F 287 23 298 1,730 
Vegetables - 135 1,253 560 1,282 
Wines on 116 814 4,172 3,616 
Liquor. if 45 770 1,966 2,218 
Petrol etc. i 636 2,014 1,537 2,579 
Metals js 420 134 900 737 
Yarn é s 285 102 1,569 2,237 
Jute Bags ate 2 fe 463 1,725 — 12,285 
Cotton piece goods ae 1,617 2,019 16,440 18,003 
Paper, paperware 2 353 1,040 4,190 1,994 
Machines & tools 4s 456 178 1,662 3,039 
Metal goods ¥ 477 420 2,218 3.455 
Motcr cars % £36 391 1,304 1,946 
EXPORTS 
Fish, dry, ealted BEM yk Tons 2,661 175 136 216 
ish Toil ewe, 2 794 as 336 502 
Maize SPaaic * 33,110 a aed — 
( cargo “A 4,660 1,491 = 
( whole mn 54,108 8,092 1,902 548 
Rice ( 
( broken “ 14,534 = 123 847 
( flour cs 8,261 516 1,376 1,642 
Pepper cae ane ns 458 511 60 “ff 
ea 5 28 31 11 a 
Colophane a 21 78 329 42 
Rubber pe 4,835 9,387 5,270 1,851 
Kapok a 310 232 10 50 
Tin " —— 50 — 1 
Maize 1,000 $ 2,992 — a — 
Rice a 8,163 8,463 4,665 3,280 
Pepper ; a 142 4,030 971 1,428 
Rubber 5 32,760 16,399 5,250 
Colophane 4 109 1,241 193 


October 29 


Jan. To 
August 


1,922 


